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TUESDAY, JUNE 18, 1957 
Untrep STaTEs SENATE, 
SUBCOMMITTEE OF THE 
CoMMITTEE ON GOVERNMENT OPERATIONS, 
. Washington, D.C. 

The subcommittee (composed of Senators Thurmond, Yarborough, 
and Revercomb), met, pursuant to call, at 10:30 a. m. in room 357, 
Senate Office Building, Senator Strom Thurmond (chairman of the 
subcommittee) presiding. 

Present: Senator Strom Thurmond, Democrat, South Carolina; 
Senator Chapman Revercomb, Republican, West Virginia. 

Also present: Walter L. Reynolds, chief clerk; Ann M. Grickis, 
assistant chief clerk; Glenn K. Shriver, professional staff member, 
responsible for performing the staff work on this bill. 

Senator Tuurmonp. The subcommittee will come to order. The 
Senator from Texas, Mr. Yarborough, and the Senator from West 
Virginia, Mr. Revercomb, are members of this subcommittee and 
will be here within a few minutes. It is time to start, so we shall 
proceed. 

Senator Revercomb is now entering the room. 

We shall begin hearings this morning on S. 5, a bill which I intro- 
duced on January 7, 1957, to amend the Federal Property and Admin- 
istrative Services Act of 1949, as amended, to prevent the allocation 
of procurement contracts to certain designated geographical areas, 
and for other purposes. 

The bill would amend section 302 (c) of the Federal Property and 
Administrative Services Act of 1949, and section 2304 of title 10 of 
the United States Code, which applies to the purchase of property 
{other than land) and services by the military departments, the Coast 
Guard, and the National Advisory Committee for Aeronautics. 

The effect of enactment would be to prohibit (1) negotiation for 
procurement contracts without advertising because of any determi- 
nation that any labor surplus exists within any geographical area or 
because any geographical area has been designated a disaster area or 
an economically distressed area, and (2) allocation of procurement 
contracts or portions thereof for award to businesses operating within 
any geographical area because of any such determination with respect 
to, or any such designation of such area. 

At this time, I shall insert in the record a copy of the bill, S. 5, and 
a copy of staff memorandum No, 85-1-31, dated May 20, 1957, which 
contains a brief outline of the objectives of the bill and excerpts from 
the agency comments. Also, a copy of Defense Manpower Policy No. 
4, notification 38, dated June 4, 1952, Recommendations of the Surplus 
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Manpower Committee Concerning the Textile Industry Under De- 
fense Manpower Policy No. 4, and “Defense Mobilization Order VI 1-7, 
Supplement 1, dated August 25, 1955. 

(The material referred to is as follows :) 


[S. 5, 85th Cong., 1st sess.] 


A BILL To amend the Federal Property and Administrative Services Act of 1949, as 
amended, to prevent the allocation of procurement contracts to certain designated geo- 
graphical areas, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That (a) section 302 (c) of the Re 
Property and Administrative Services Act of 1949, as amended (41 U. 8S. C. 252 
{c)), is amended by adding at the end thereof the following new silikente: “No 
contract for the procurement of goods or services shall be negotiated without 
advertising because of any determination that any labor surplus‘exists within 
any geographical area, or because any geographical area has been designated 
a disaster area or an economically distressed area, and no program for the 
procurement of goods or services shall contain any provision for the allocation 
of all or any portion of the contracts to be awarded thereunder to contractors 
conducting business operations within any geographical area because of any such 
determination with respect to, or any such designation of, such area.” 

(b) Section 2304 of title 10 of the United States Code is amended by— 

(1) Redesignating subsections (d), (e), and (f) thereof as subsections 
(e), (f), and (g) thereof, respectively ; and 

(2) Inserting, immediately after subsection (c) thereof, the following 
new subsection : 

“(d) No contract for the procurement of goods or services shall be negotiated 
without advertising because of any determination that any labor surplus exists 
within any geographical area, or because any geographical area has been desig- 
nated a disaster area or an economically distressed area, and no program for the 
procurement of goods or services shall contain any provision for the allocation 
of all or any portion of the contracts to be awarded thereunder to contractors 
conducting business operations within any geographical area because of any 
such determination with respect to, or any such designation of, such area.’ 


SENATE COMMITTEE ON GOVERNMENT OPERATIONS, 
May 20, 1957. 
Staff memorandum No. 85-1-31. 
Subject: S. 5 (Thurmond), to amend the Federal Property and Administrative 
Services ‘het of 1949, as amended, to prevent the allocation of procurement 
contracts to certain designated geographical areas, and for other purposes. 


PURPOSE 


The bill would amend not only the Federal Property and Administrative Serv- 
ices Act of 1949, but also section 2304 in chapter 137 of title 10 of the United 
States Code which chapter applies to the purchase of property (other than 
land) and services by the military departments, the Coast Guard, and the Na- 
tional Advisory Committee for Aeronautics. The effect of enactment would 
be to prohibit (1) negotiation for procurement contracts without advertising 
because of any determination that any labor surplus exists within any geographi- 
cal area or because any geographical area has been designated a disaster area or 
an economically distressed area, and (2) allocation of procurement contracts 
or portions thereof for award to businesses operating within any geographical 
area because of any such determination with respect to, or any such designation 
of such area. 

AGENCY COMMENTS 


The chirman has requested comments and recommendations from all of the 
departments. and agencies which would be directly affected by this bill and has 
received the following reports: 


General Services administration 

‘“Bnactment of S. 5 would thus result in nullification of existing administrative 
orders and procedures designed to encourage placement of procurement con- 
tracts in surplus labor and disaster areas. 
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“GSA is aware of the arguments pro and con with respect to this legislative 
proposal. 

“On the one hand, it is to be noted that the channeling of Government pro- 
ecurement contracts into distressed areas, by aiding in the restoration of their 
economic health, aids in promotion of the national economy as a whole. 

“On the other hand, looking at the bill solely from the point of view of a 
procurement agency, GSA must point out that channeling of Government pur- 
chasing to distressed areas tends to add to the costs of normal procurement 
based fundamentally on competitive bid procedures. 

“The function of GSA in the procurement field is to provide for the Government 
an economical and efficient system for the procurement and supply of personal 
property and nonpersonal services. In the discharge of that responsibility we 
are not primarily concerned with the social and economic factors which would 
indicate the manner in which and the extent to which the Federal Government 
should afford assistance to areas afflicted by labor surplus or major disasters, 
Other agencies, such, for instance, as the Office of Defense Mobilization, are 
better qualified than is GSA to make an evaluation which will aid the Congress 
in the resolution of the broad policy problem implicit in this legislative proposal. 

“Viewing S. 5 merely from the standpoint of promoting orderly, efficient, and 
economical procurement under GSA’s purchase programs, we could not object 
to enactment of a measure which would facilitate entry into purchase contracts 


solely on the basis of obtaining our requirements on the best terms and at most 
favorable prices.” 


Department of Agriculture 


“Since the policy responsibility for this matter rests with other Federal 
agencies, we do not believe that we are in a position to make a specific recom- 
mendation on the desirability of the proposed legislation. We do feel, however, 
that the Government should make a concerted effort to provide assistance to 
disaster areas. If award of Government contracts will facilitate providing jobs in 
disaster areas, consideration should be given to authorizing such action where 
feasible.” 


Atomic Energy Commission 


“It does not appear that this bill,.if enacted into law, would have any direct 
adverse effects upon procurement and contracting activities of this Commission. 
However, the prohibition of the bill against taking remedial action in the case 
of disaster areas or areas of surplus labor could have the effect of restricting 
or limiting the industrial base to the detriment of the national defense and 
security and might possibly indirectly affect the cost to this Commission of 
supplies and services. 

“For these reasons we recommend against enactment of this bill into law.” 


Department of Defense 


“The Department of the Air Force on behalf of the Department of Defense 
opposes enactment of S. 5. 

“The effect of the bill would be to nullify the provisions of Defense Mobiliza- 
tion directives concerning labor surplus and disaster areas. While the Depart- 
ment of Defense is not in a position to evaluate the general social and economic 
problems underlying S. 5, it is of the opinion that Defense Manpower Policy 
No. 4 and Defense Mobilization Order VII-7, Supplement 1, which have been 
endorsed by the President, contribute toward mobilization effectiveness by 
assisting in the maintenance of productive facilities and use of manpower 
resources in the affected areas.” 


Office of Defense Mobilization 


“The purpose of S. 5 is to prohibit the use of Federal procurement authorities 
to provide assistance to areas suffering certain economic difficulties. In so 
doing, it would effectively preclude the use of procurement powers to assist 
in the maintenance of the mobilization base in areas of surplus manpower and 
in disaster areas. Our Defense Manpower Policy No. 4 which presently provides 
for the placement of procurement contracts in surplus labor areas is designed to 
assist in the preservation of management and employee skills and in the mainte- 
nace of productive facilities of the area where such resources are available. 
It also helps to assure timely delivery of defense goods. In no instance did 
the Government pay a minimum price in order to place these contracts in labor 
surplus areas. The substantial benefit which has accrued to the mobilization 
readiness program through this policy has been generated with only minor 
administrative costs to the Government. 
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“Similar considerations are applicable to areas damaged by floods and other 
major disasters. Our Supplement 1 to Defense Mobilization Order VII-7, is- 
sued August 25, 1955, indicated the importance to the mobilization base of 
utilizing to the maximum extent the manpower resources of the disaster areas. 
The procedure for placement of Government contracts in such areas was de- 
signed to provide temporary assistance to the maintenance of those segments of 
the mobilization base located there and it was terminated as soon as conditions 
in the area approached normalcy. 

“We believe that although these procedures have affected only a small per- 
centage of total defense procurement, they have produced important defense 
benefits. Accordingly we would be opposed to enactment of S. 5.” 


Bureau of the Budget 


“The Department of Defense and the Office of Defense Mobilization have 
raised important objections to 8. 5. The Bureau of the Budget is in general 
agreement with the views of these agencies and recommends against the enact- 
ment of 8. 5.” 


General Accounting Office 


‘“* * * the most fair procedure for assuring all qualified suppliers an equal 
opportunity to compete for Government business, and the procedure best adapted 
to assure that the Government will receive fair value for its money, is the com- 
petitive sealed-bid method of procurement. We are firmly convinced that pro- 
curement through advertised competitive bids is, as a general proposition, the 
soundest and most efficient means for supplying the needs of the Government. 

“* * * whether any limitation should be placed on the authority to negoti- 
ate Government contracts with firms located in critical labor areas involves the 
question of whether the benefits derived by channeling contracts into areas of 
unemployment are offset or outweighed by other considerations of policy. Since 
this appears to be a matter solely for the consideration of the Congress, we 
make no recommendations concerning the merits of the bill.” 


GLENN K. SHRIVER, 
Professional Staff Member. 
Approved : 


Water L. Reynouwps, Staff Director. 


(Defense Manpower Policy No. 4, dated November 5, 1953, and Armed Services 
Procurement Regulations 1—-302-4, dated November 8, 1955, to which references 
were made by the above agencies, were printed in the Federal Register, 1953, 
yol. 18, pt. 6, pp. 6995-6996, 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MANPOWER POLICcy No. 4 


Subject: Placement of Procurement in Areas of Current or Imminent Labor 
Surplus 


I, INTRODUCTION 


The aim of the mobilization program is to develop and maintain the necessary 
military and economic strength to carry out the policy of the United States 
to oppose acts of aggression and promote peace. AS was declared in Defense 
Manpower Policy Statement No. 1, success of the mobilization program requires 
efficient use of all our resources, including manpower as well as facilities. The 
conversion from civilian to military production, unless carefully coordinated, 
would result in dislocations causing serious waste of manpower and facilities 
in many areas, and thereby reducing our defense potential. The overriding 
need is to obtain on schedule the goods and services required for defense. In 
achieving this goal, every effort must be made to hold to a minimum any waste 
of manpower which may result from materials shortages and conversion to 
defense production. 








ALLOCATION OF PROCUREMENT CONTRACTS 5 


Il, PURPOSE 


The purpose of this Defense Manpower Policy No. 4 is to provide for pro- 
curement by negotiated contracts and purchases with responsible concerns which 
are in an area of current or imminent labor surplus (including a surplus of 
manpower possessing skills necessary to the fulfillment of Government contracts 
and purchases), in cases where the public interest dictates the need for doing so 
in order to achieve the following objectives : 

(a) ‘To coordinate conversion from the civilian to military production; 

(b) To minimize strains and dislocations in the economy resulting from 
such conversion ; 

(c) To preserve employee skills necessary to the fulfillment of Govern- 
ment contracts and purchases ; 

(d) To maintain productive facilities; 

(e) To assure utilization of the Nation’s total manpower potential by 
making use of the manpower resources of each area; and 

(f) To help assure timely delivery of required goods and services by 
locating procurement where the needed manpower and facilities are fully 
available. 

Ill. IMPLEMENTATION 


By virtue of the authority vested in me by Executive Order 10193 and to supple- 
ment the National Manpower Mobilization Policy issued by the President on 
January 17, 1951, and to carry out the purposes set forth above, it is hereby or- 
dered that— 

1. There is created a Surplus Manpower Committee. The members of the 
committee shall be appointed by the Chairman of the Manpower Policy Com- 
mittee and shall include representation from the Department of Defense, Depart- 
ment of Labor, Atomic Energy Commission, Defense Production Administration, 
General Services Administration, Small Defense Plants Administration and 
National Production Authority. 

2. The Defense Manpower Administration of the Department of Labor will 
certify to the committee the existence of surplus labor areas under standards 
to be established by the Secretary of Labor. 

8. Upon such certification of surplus labor areas, the committee shall obtain 
from the appropriate manpower and production agencies manpower and facilities 
information which shall include the following : 

(a) The nature and extent of the labor surplus involved, including the 
availablity of skills necessary to the fulfillment of Government contracts and 
purchases, and the need for preserving these skills in the national interest; 

(b) The nature and extent of the facilities involved, including their suit- 
ability and availability for the fulfillment of Government contracts and pur- 
chases, and the need for maintaining these facilities in the national interest. 

4. The committee shall make findings in appropriate cases that— 

(a) There exists an area of current or imminent labor surplus, including 
a surplus of manpower possessing skills necessary to the fulfillment of 
Government contracts ; 

(b) There exists in such area facilities suitable and available for the 
employee skills found surplus in (@) ; 

(c) The public interest dictates the need for the negotiation of Government 
contracts, at reasonable prices, in such area although lower prices might 
otherwise be obtainable elsewhere, in order to achieve the purposes of this 
policy as set forth in II, above; 

(ad) Such findings may set forth any other factors which may assist in the 
placement of contracts in such areas including (1) an indication of the dollar 
amount of contracting which is desired to be placed in such area based upon 
the amount and timing of Government needs, and (2) a determination of the 
maximum price differential considered appropriate to effectuate paragraph 
4 (c) hereof. 

5. The committee shall report these findings to the Director of Defense Mobili- 
zation with a recommendation that he notify the Department of Defense and the 
General Services Administration that he has coneluded that it is in the public 
interest to give preference to such area in the placement of contracts in accordance 
with the findings of the committee. The recommendations of the committee 
shall be reviewed within the Office of Defense Mobilization to determine the rela- 
tionships of such recommendations to other policies affecting procurement for 
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which the Office of Defense Mobilization has responsibility, and if there are 
conflicts, they shall be resolved by the Director. 

6. On receipt of such notification from the Director of Defense Mobilization, 
the Department. of Defense and the General Services Administration shall (@) 
determine what procurement contracts can be fulfilled by utilization of the man- 
power skills and facilities described in the committee’s surveys and findings: (b) 
take all practicable steps, consistent with other procurement and military ob- 
jectives, other than price, to locate procurement in the areas covered by the 
committee’s findings; and (c) within a reasonable time, report to the Director of 
Defense Mobilization the steps taken, and furnish any other relevant infor- 
mation requested by him. 

7. After receiving reports in accordance with paragraph 6 (c) above, the com- 
mittee shall request from the appropriate agencies information concerning the 
utilization of manpower in the area involved, and shall report to the Director 
the effects of the actions taken, with recommendations as to whether it is neces- 
sary to continue to give preference to such area in the placement of contracts. 

8. When the application of this policy would have a major effect on the opera- 
tion of an entire industry, appropriate recommendations shall be made to the 
Director relative to that industry in lieu of recommendations relative to specific 
geographical areas. In such eases, after notice to and hearing of interested 
parties, consideration will be given to a separate certification applying to the 
entire industry. 

9. This Manpower Policy No. 4 shall not be deemed to authorize the payment 
of prices higher than ceiling prices established by the Office of Price Stabilization. 

10. The appropriate departments and agencies shall furnish information and 
assist the committee as necessary to carry out this policy. 

11. This policy shall take effect on February 7, 1952. 

OFFICE OF DEFENSE MOPILIZATION, 
CHARLES E. Wison, Director. 


JUNE 4, 1952. 
EXECUTIVE OFFICE OF THE PRESIDENT 


OFFICE OF DEFENSE MOBILIZATION 
[Defense Manpower Policy No. 4, Notification 38] 
Placement of procurement with the textile industry 
NOTIFICATION TO DEPARTMENT OF DEFENSE AND GENERAL SERVICES ADMINISTRATION 


The Surplus Manpower Committee, appointed under Defense Manpower Policy 
No. 4, has reported to the Director of Defense Mobilization its recommendations 
in the matter of placement of procurement with the textile industry. These 
recommendations have been reviewed within the Office of Defense Mobilization 
to determine their relationship to other policies affecting procurement for which 
this Office has responsibility, and no conflicts exist. 

The Department of Defense and the General Services Administration are 
hereby notified that upon full consideration, the Director of Defense Mobiliza- 
tion has concluded that it is in the public interest to give preference in the 
placement of Government contracts to the textile industry in accordance with 
the attached recommendations of the Committee and the provisions of Defense 
Manpower Policy No. 4. 

The Department of Defense and the General Services Administration are 
requested to submit, within 30 days, copies of the instructions they have issued 
implementing this notification. They are further requested to submit monthly 
reports of the actions taken under this notification. 

OFFICE OF DEFENSE MOBILIZATION, 
JoHN R. STEELMAN, Director (Acting). 


RECOMMENDATIONS OF THE SURPLUS MANPOWER COMMITTEE CONCERNING THE 
TEXTILE INDUSTRY UNDER DEFENSE MANPOWER PoOLiIcy No: 4 


In accordance with section III, paragraph 8 of Defense Manpower Policy No. 4, 
a panel of the Surplus Manpower Committee held public hearings, beginning 
March 20, 1952, on the textile industry. After consideration of the report of 
that panel, the Committee makes the following recommendations in the interest 
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of preserving the skills and maintaining the productive facilities of the textile 
industry. They are conceived in terms of the possibilities of the use of Govern- 
ment procurement, to whatever extent practicable, for purposes of maintaining 
the effective functioning of the textile industry as a whole. 

Accordingly, it is recommended : ‘ 

1. That the Department, of Defense accelerate procurement and delivery of rhe 
open-to-buy quantities under appropriations available for the remainder of the 
fiscal year 1952, and take similar action in the first half of fiscal year 1953 as 
soon as the fiscal year 1953 funds become available. 

2. That contracts be placed by the Department of Defense and the General 
Services Administration, in accordance with such procedures as will give prefer- 
ence to those manufacturers whose weaving operations (in the case of weaving 
or integrated mills) or whose spinning operations (in the case of spinning mills) 
during the period of performance of such contracts will not be in excess of 80 
hours per week (not including other supporting activities). 

3. That no preference be given in the placement of such contracts to any areas 
or particular cities within areas with respect to this industry. 

1. That no provision be made for payment of any price differential. 

OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, 
Chairman, Surplus Manpower Committee. 

Approved: 

JoHN R. STEELMAN, 
Director (Acting), 
Office of Defense Mobilization. 


VII-Prod-DMO-7 
Supplement 1 
August 25, 1955 


EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF DEFENSE MOBILIZATION 
DEFENSE MOBILIZATION OrpER VII-7 
Supplement 1 


Subject: Emergency action for maintenance of the mobilization base under 
disaster conditions 

By virtue of the authority vested in me by Executive Order 10480 of August 
15, 1953, as amended, it is hereby ordered as follows: 

1. It is essential to the national defense that productive facilities located in 
areas damaged by a major disaster as defined and determined under the pro- 
visions of Public Law 375, 8Ist Congress (42 U. S. C. 855 (b)), be currently 
utilized to the maximum practicable extent in order that the mobilization base, 
including manpower resources, in such areas may be maintained. 

2. To accomplish this objective, procurement agencies shall use their best 
efforts to award procurement contracts to contractors located in disaster areas 
and to encourage prime contractors to award subcontracts to firms in those 
areas. 

3. Preference in the award of contracts for supplies and services to contractors 
in disaster areas is considered to be in the public interest and in the interest of 
national defense. 

4. The procedure authorized in this supplement shall remain in effect only for 
such period of time as the areas in question are classified as disaster areas 
under the authority of Public Law 875, 81st Congress. 

+. This supplement to Defense Mobilization Order VII-7. shall take effect im- 
mediately and shall remain in force until withdrawn. 


OFFICE OF DEFENSE MOBILIZATION, 
ARTHUR S. FLEMMING, Director. 
Before proceeding with the hearing, we understand the Senator 
' 5 ped Peon : : 
from West Virginia, Mr. Revercomb, a member of this subcommittee, 
would like to make a statement. 
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Senator Revercoms. Mr. Chairman, Senator Saltonstall’ of Mas- 
sachusetts has indicated to me his interest in S. 5 and I believe he 
will desire to be heard upon it this morning, and I advised him of 
the hearing today. I want to note this in the record. 

Senator Tuurmonp. We shall be delighted to have Senator Salton- 
stall come in person or to make a statement, whichever he prefers. 

Our first witness this morning is Mr. J. Harris Cannon, of Cannon 
Mills, Kannopolis, N. C. 

Mr. Cannon, please come forward and have a seat. 

Mr. Cannon. Thank you, sir. 

Senator Tuourmonp. Mr. Cannon originally is from South Carolina. 

Mr. Cannon. Correct. 

Senator THurmonp. He is a graduate of the best college in the 
United States, Clemson College. Then he moved up to North Caro- 
lina and he is now with Cannon Mills. We are pleased to have him 
with us. 

Mr. Cannon. Thank you, sir. 
Senator THurmonp. You may proceed. 


STATEMENT OF J. HARRIS CANNON, VICE PRESIDENT, CANNON 
MILLS CO., KANNAPOLIS, N. C. 


Mr. Cannon. My name is J. Harris Cannon. I reside at Kan- 
napolis, N. C. I am vice president of Cannon Mills Co., located in 
Kannapolis, and I am also secretary-treasurer of Travora Textiles, 
Inc., whose office is at Graham, N. C. Travora Textiles, Inc., pro- 
duces woven fabrics. It employs fewer than 500 persons and has 
been duly qualified as a small business. I have been authorized to 
make this statement also on behalf of the North Carolina Textile 
Manufacturers Association whose office is in Charlotte, N. C., and 
whose membership is composed of practically all of the cotton yarns 
and fabrics manufacturers in the State. Manufacturers of textile 
mill products in North Carolina employ 229,900 persons, or about 50 
percent of the State’s manufacturing employees (reference, North 
Carolina Department of Labor, April 1957). For the calendar year 
1956, these mills consumed 2,598,084 bales of cotton, or about 29 per- 
cent of the total United States consumption (reference, Bureau of 
Census). 

I desire to address myself first to the problems connected with the 
channeling of Government contracts to depressed areas and then re- 
fer to several other existing situations, all of which increase the cost 
of Government procurement. 

Naturally, there is an initial favorable reaction to any suggestion 
to aid depressed areas, whether that depression is due to floods or 
other casualties or is due to economic conditions; however, response 
to that appeal may lead to unintended hardships. If an area 1s de- 

ressed and if it is entitled to Federal aid, that aid ought to be given 
in such form as not to work hardship upon other areas and in such a 
way as not to lead to increases in the cost of Government procure- 
ment. The aid could be in the form of direct grants or through Fed- 
erally aided public works. Neither the textile industry nor any par- 





1 See letter from Hon. Leverett Saltonstall, p. 30. 
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ticular section of the country should have imposed on it a burden 
which should be borne by the entire country. 

In a real sense, the whole textile industry has been depressed for 
several years; in part, this is caused by unfair competition from 
low-wage foreign countries where employees are paid as little as 10 
percent of the American wage rates, and where American cotton 1s 
available at prices below those paid by American mills. 

Senator Revercoms. May I interrupt you there? What position 
have you taken with respect to tariffs, with respect to the imports of 
these products ¢ 

Mr. Cannon. I did not understand your question. 

Senator Revercoms. What position have you taken with respect 
to tariffs on imports to this country of articles in competition with 
the mills of North Carolina ? 

Mr. Cannon. You might recall, Senator, that recently, through the 
State Department, the Japanese have more or less imposed self-re- 
strictions on the amount of goods that come into this country, but it 
is strictly policed by the Japanese. 

Senator Revercoms. In other words, you favor some protection of 
this industry ¢ 

Mr. Cannon. We do. We do very much so. 

Senator Revercoms. Does that competition come from Japan, or 
does it come from Europe? 

Mr. Cannon. Primarily, Senator, it has been coming from Japan. 
However, we have been getting some from Europe, particularly Italy. 

The practice of negotiating contracts in so-called depressed areas 
without advertising for bidders, or through allocation of part of 
procurement needs to depressed areas even at higher prices results 
in increased costs to all of the taxpayers at a time when there is 
general agreement that costs of Government should be reduced. It 
seems to me that such practices should end. If this is done, it will 
go a long way toward strengthening the textile industry which is 
so essential in times of emergency. Whatever may have been the 
justification for the beginning of the practice, that justification no 
longer exists as far as the textile business is concerned. 

The North Carolina Textile Manufacturers Association, Ince., 
heartily approves of the provisions of S. 5. 

Because they relate to the same problem, I desire to speak briefly 
concerning several other matters which are increasing the costs of 
Government procurement of textile products. I refer to the Walsh- 
Healey Act of 1936, the warranty clause now being inserted in Gov- 
ernment contracts, and the sampling program being followed with 
respect to some textile products. 

The committee is reminded that the Walsh-Healey Act was 
adopted in 1936 at a time when there was considerable doubt as to the 
validity of the Wagner Act which was passed in 1935. Government 
attorneys were not certain that an act could be adopted that would 
cover wages and hours on all transactions connected with interstate 
commerce; but there was some certainty that similar provisions could 
be made wih respect to those goods purchased by the Government for 
its own use. The act contains three provisions which result in higher 
costs; namely, the requirement to pay prevailing minimum wages, 
as determined unilaterally by the Secretary of Labor ; the require- 
ment to pay overtime premiums after 8 hours in any 1 work day, as 
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contrasted with 48 hours per week under the Fair Labor Standards 
Act; and the provision against the use of female employees under 
18 years of age. After the Supreme Court, in 1937, held that the 
Wagner Act was valid, steps were taken promptly to enact the Fair 
Labor St: conan Act. When that was done, it seems to me that the 
Walsh-Healey Act should then have been repealed; and I am sug- 
gesting that this should now be done. The principles governing 
wages and hours in all civilian transact ions should apply to Govern- 
ment purchases and public contractors should not be subjected to the 
two laws. Pending such repeal, [ am urging that the Congress see 
to it that section 9 of the Walsh-Healey Act is construed in the form 
intended by Congress. Section 9 of that act says: 

This Act shall not apply to purchases of such materials, supplies, articles, or 
equipment as may usually be bought in the open market. 
This language seems to be clear; however, the Secretary of Labor, 
in effect, “has redrafted what C ongress has written and has issued a 
ruling or interpret ation to the effect that the exemption in the law 
will apply only to such purchases as the Government usually makes 
in the open market. Frequently, the textile products purchased by 
the Government are identical with those in eivilian use. 

Many years ago, Congress enacted a statute known as the Federal 
8-hour law, which, like the Walsh-Healey Act, prescribed certain 
labor ‘standards for work on Government contracts. That statute 
which, I am told, is reported in volume 40 of the U nited States Code 
Annotated, at page 324, exempts from its provisions, “Such materials 
or articles as may usually be bought in the open market.” Over a 
period of years and extending through several administrations, this 
provision was interpreted and applied by successive Attorneys Gen- 
eral, by the Judge Advocate General, by successive Solicitors of the 
Treasury, the Post Office Department, and the Departments of Com- 
merce and Labor. Their rulings were unanimous to the effect that 
the exemption related to artic les which are customar ily kept on hand 
for sale to the public by some person making it his business to sell 
such articles. Bpecifically, this ruling was “made with respect to 
thread, twine, canvas, tentage, corduroys, and cotton cloth. The 
legislative history of the Walsh-Healey Act bears out the contention 
that Congress intended the exemption to relate to goods customarily 
purchased in the open market without being limited to those goods 
which are purchased by the Government in the open market. I ven- 
ture to suggest that if section 9 of the law is applied as was intended, 
it will lead to more competitive bidding and lower costs of procure- 
ment; however, I am suggesting this merely as a temporary remedy 
because I feel that the greater good and the greatest reduction in 
purchase costs will come “from the complete repeal of the law. If a 
manufacturer is compelled to increase his wage rates to comply with 
the Walsh-Healey Act (in many industries ‘this minimum m: iy be 
much over the $1 minimum rate), it is necessary for him to pay those 
increased wage rates to all employees and this results, of course, in 
increased costs of labor, even though the item being purchased for 
the Government is a specialty not generally used in civilian business. 
Also, the different. processes required to produce that special item may 
well be the same as the processes ‘used in manufacturing civilian prod- 
ucts; and you thus see that a wage rate change at one point means a 

change in the entire operations of the mill. 
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In North Carolina, many girls graduate from high school before 
reaching 18 years of age. These girls, being unable to go to work in 
industries that are involved in Government contracts, are forced to 
leave home and seek work elsewhere. It does seem to me that section 

(e) fully protects female labor in requiring that all Government 
contract work be done under safe and sanitary conditions, The Fair 
Labor Standards Act prohibits the employment of minors under 16 
years of age in manufacturing and prohibits employment between 16 
and 18 years of age in hazardous occupations. 

The cost of the administration of the Walsh-Healey Act is an un- 
necessary expense to the Government an< an extra burden on in- 
dustry. I know of cases where Government employees came in and 
inspected company records and payrolls under the Walsh-Healey Act 
and then a month or so later the same Government employees re- 
turned to check the same payrolls and records under the Fair Labor 
Standards Act, all of this checking and double checking at consid- 
erable cost and inconvenience to the employer. 

Recently, the Philadelphia Quartermaster Depot in seéking bids 
for textile products has required the bidder to agree to the following 
warranty: 

WARRANTY CLAUSE 


Notwithstanding any provisions of this contract with respect to inspection 
and acceptance, the Government shall have the remedies set forth in this clause 
if, at the time of delivery, the supplies delivered hereunder do not conform to 
contract requirements. For the purpose of this clause, conformance with con- 
tract requirements will be determined under all applicable provisions of this 
contract including those relating to specification tolerances, acceptable quality 
levels, and sampling procedures except that, for sampling purposes, the Govern- 
ment may choose such indentifiable groups of supplies as are appropriate and 
the original inspection lots need not be reconstituted. Upon discovery by the 
Government of nonconforming supplies and after notice to the contractor of 
such discovery within 180 days of the delivery of the nonconforming supplies, 
the Government may either (1) require an equitable adjustment in the contract 
price, including an adjustment in the contract price of any groups of supplies 
determined through sampling to be nonconforming, or (2) screen the supplies 
and return all nonconforming articles to the contractor for repair or replace- 
ment, or (3) cause the contractor to screen supplies at depots within the con- 
tinental limits of the United States designated by the Government, for repair or 
replacement of nonconforming articles. The Government shall be reimbursed 
by the contractor for all costs incurred by it incident to such screening, repair 
and replacement except costs of transportation outside the continental limits of 
the United States. Failure to agree upon an equitable price adjustment or costs 
incurred by the Government in screening, repair, and replacement shall be 
deemed a dispute concerning a question of fact within the meaning of the “dis- 
putes” clause. In the event that the Government shall elect to require the repair 
and replacement of the nonconforming supplies, the provisions of this clause 
shall be equally applicable to replaced or repaired supplies and, with respect to 
such supplies, the Government shall have 180 days from the date of the delivery 
of replaced or repaired supplies in which to give required notice to the contractor. 


You will note that this gives to the Quartermaster Depot the right to 
reject materials furnished for a period of 180 days after delivery 
and gives to the Government the right to exact from the contractor 
heavy penalties. Not only is this unfair to the contractor, but *4 is 
not in the best interests of the Government. Time is a most impor‘ant 
element frequently, particularly in times of emergencies. If a prod- 
uct is rejected 6 months after it has been delivered, the Government 
may find that it does not have available products needed for immediate 
use. Iam suggesting that so far as the textile industry is concerned, 
the inspection ‘should be at the time delivery is tendered, and that 
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particular delivery should then be accepted or rejected. This has al- 
ways been the practice until recently. 

The procedure now being followed may result in responsible con- 
tractors refusing to take the chances involved and others who are less 
responsible might be willing to take the chances in the hopes that 
they will get by if the product is found to be defective. No perform- 
ance bonds are required; hence, the Government may find itself in 
the position of having paid for goods which are not usable; and even 
though it may have a good legal cause of action, it has no ability to 
recover any moneys. 

The careful contractor knows that textile fabrics are subject to 
weather or other conditions which cause deterioration after the deliv- 
ery has been made. I suggest it is in the interest of our country that 
defects be ascertained promptly. So far as the contractor is con- 
cerned, he should know quickly of any defects so that he can change 
his procedures and thus avoid a repetition of those defects. Suppose 
the contract calls for delivery in equal quantities over 6 months. If 
the contraetor, in good faith, has produced fabrics and finds out that 
they are defective after complete delivery has been made, he as well 
as the Government, is in a grave predicament. 

Adjustments should be made when the first delivery is tendered and 
any defects then found would relate only to a part of the goods and 
the contractor could see that future deliveries were in line with the 
requirements. You will also note that the period of 180 days for 
acceptance or rejection will apply not merely to the first goods deliv- 
ered, but also to those which are replacements and, therefore, you may 
well have delay of a whole year between the time that the first deliv- 
eries are made and the contractor finally knows that he has not been 
subject to penalty. 

You can readily see a long delay in getting a certain type of product 
may affect us in time of war when the time factor is so essential. If 
the item reported is essentially of a military nature which has no 
civilian counterpart, the contractor would find himself with goods 
which have no value so far as he is concerned. All of these changes 
lead me to urge that the warranty clause should not be used in pro- 
curement of textile products. 

The bidder for some textile procurement is required to submit to the 
contracting officer with his bid a sample and certified copy of a recent 
laboratory report covering the material which he proposes to deliver. 
This would be easy for a bidder who recently has supplied the Govern- 
ment with similar material, but it would be difficult to supply samples 
of material for one who is bidding for the first time. The time which 
elapses between the invitation for the bid and the bid itself might 
make it impossible for a contractor to prepare a sample. Even if the 
time allowed is sufficient, the expense is great. The result may be 
that the number of interested bidders will be small and bids may be 
given only by those who were recent contractors. Such bidders will 
be favored if the Government has been procuring the fabric recently. 

I have no objection to a requirement that the successful bidder sub- 
mit preproduction samples because the Government is entitled to know 
what material will be delivered by the bidder. This procedure will 
only require production by the man who knows he has the contract. 

I believe in the principle of having public contracts awarded not 
merely to the lowest bidder but to the lowest and best bidder, giving 
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weight not only to the price quoted but to the quality of the product 
which will be furnished and the responsibility of the bidder so that 
the Government will have reason to expect delivery as promised. 

I realize that I have discussed several subjects apart from the pre- 
cise coverage of S. 5, but I believe they are so closely related to the 
objectives of the decreased procurement costs through wise legislation 
and good practices that due consideration should be given to including 
the repeal of the Walsh-Healey Act in S. 5 and that the Quartermaster 
Depot should be asked to revise its practices as to the warranty clause 
and sampling procedures. 

I am grateful to the committee for giving me this opportunity of 
presenting views which I know are shared by many in the textile 
industry. 

Thank you, Mr. Chairman. 

Senator Tuurmonp. I want to thank you, Mr. Cannon, for your fine 
statement. I might say, several points you raised were on matters 
that would appropriately fall within the jurisdiction of other Senate 
committees, and it would be my suggestion that it might be advisable 
for you to consider writing your Senators and Members of the House 
of Representatives pertaining to those matters. 

Mr. Cannon. Thank you, sir. 

Senator Revercoms. Just this question, Mr. Cannon. Do you sug- 
gest that S. 5 be amended to repeal the Walsh-Healey Act? Is that 
your suggestion ? 

Mr. Cannon. I would like very much to see that, Senator. 

Senator Revercoms. That is all. 

Senator Tuurmonp. Thank you very much, Mr. Cannon. 

We appreciate your testimony. 

Our next witness is Mr. William Lowndes, Jr., from Greenville, S. C. 


STATEMENT OF WILLIAM LOWNDES, JR., PRESIDENT-TREASURER, 
SOUTHERN WEAVING C0., GREENVILLE, S$. C. 


Senator THurmonp. Mr. Lowndes, I see you have a prepared state- 
ment consisting of about 17 pages. If you desire to read the entire 
statement, we shall be glad to have you do so; or, perhaps, you would 
like to insert the entire statement in the record and then summarize 
it or give the subcommittee a verbal statement outlining the important 
parts of your statement; or if you prefer to submit the statement, 
without reading it in detail, the subcommittee will have it printed and 
will consider the full statement. Please feel free to read it in full 
if you wish to, but I want to give you that option as to how you prefer 
to testify. 

Mr. Lownpes. Thank you, sir. I can condense it, I believe, into 
about 10 or 12 minutes and get the meat out of it. Suppose I do that. 

Senator Tuurmonp. All right, sir. We shall print the whole state- 
ment in the record. 

(The statement of William Lowndes, Jr., is as follows :) 


STATEMENT BY WILLIAM LOWNDES, JR., OF SOUTHERN WEAVING Co., GREENVILLE, 
S. C., Suprortine S. 5 or tHE 85rH Coneress, BEFORE A SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, JUNE 18, 1957 


Iam William Lowndes, Jr., president-treasurer of Southern Weaving Co., a 
South Carolina corporation, employing approximately 220 persons. I have served 
in this capacity for the past 9 years—as vice president, 1946-48, and as secretary 


93737—57——-3 
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from 1934 to 1946. I have served as president and as chairman of the board 
of the Association of Narrow Fabrics Manufacturers and as a director of the 
Narrow Fabrics Institute, which succeeded the Association of Narrow Fabrics 
Manufacturers a couple of years ago. I mention these things to indicate that I 
am reasonably familiar with the affairs of the narrow fabrics industry, which is 
a small part of the textile industry and which manufactures textile materials 
in widths of less than 12 inches. 

Southern Weaving Co. has been a supplier of military specification webbings 
and tapes to the various branches of the armed services for about 30 years and 
an important source of supply to the Government for these materials since about 
1937. During World War II about 80 percent of our output was military specifi- 
cation webbings and tapes. Since the end of the war about 50 percent of our 
total sales have been military specification materials and our biggest customer, 
by far, has been Philadelphia Quartermaster Depot. All of this military busi- 
ness has been obtained by competitive bidding against many other webbing and 
tape manufacturers, most of which are located in New England and Pennsylvania. 

During the summer of 1955 a very severe storm hit the Atlantic coast and 
caused extensive damage to property in Connecticut, Massachusetts, New Jersey, 
New York, Pennsylvania, and Rhode Island. From a manufacturing standpoint, 
the serious damage was done by high waters in low areas along the coast and 
along some inland rivers, mostly in Pennsylvania, which overflowed their banks. 
Some manufacturing plants located along riverbanks and in very low areas sus- 
tained very serious damage, but the vast majority of plants, located on slightly 
higher ground away from the rivers and harbors, sustained no more than minor 
damage which was repaired in a matter of days, after the storm. For instance, 
there was extensive damage to buildings along the river and in other low areas 
at Providence, R. I., yet a very few miles inland at Pawtucket and Central Falls, 
R. I., there was no damage worth mentioning to six narrow fabrics manufactur- 
ing plants which produce for military requirements. One of these plants, Hope 
Webbing Co., located between Providence and Pawtucket, is the largest narrow 
fabrics plant in the country, and it sustained no damage. There are similar 
examples of this at Philadelphia and Boston. In fact, United Elastic Corp., which 
operates a number of narrow fabrics manufacturing plants in New England, 
Virginia, and North Carolina is, I believe, the only military webbing or tape 
manufacturer that sustained severe building or equipment damage as a result of 
this storm. They lost about 20 percent of one plant at Easthampton, Mass. 

After the storm, 8 counties in Connecticut, 9 counties in Massachusetts, 11 
counties in New Jersey, 7 counties in New York, 17 counties in Pennsylvania, 
and 1 county in Rhode Island were proclaimed by the executive branch of the 
Federal Government to be disaster areas. On August 25, 1955, the Office of De- 
fense Mobilization ordered all procurement agencies to use their best efforts to 
award procurement contracts to contractors located in disaster areas and to en- 
courage prime contractors to award subcontracts to firms in those areas. 

From August through December 1955 we received from Philadelphia quarter- 
master depot, the principal buyer of webbings and tapes for the armed services, 
four inquiries on large lots of military webbings, as follows: 

QM 36-030-56-NEG-59, issued September 23, 1955, covering 4,500,000 
yards of webbing, nylon, natural, 10,000 pound tensile strength to be de- 
livered to Richmond quartermaster depot during January through June 
1956. 

QM 36-030-56-NEG-73, issued September 30, 1955, covering 80,000 yards 
tape, cotton, twill weave, olive drab to be delivered to Richmond quarter- 
master depot by January 31, 1956. 

QM 36-—030-56—-NEG-94, issued October 26, 1955, covering 11 items totaling 
16,300,000 yards of cotton webbing and tape and two items totaling 515,000 
yards of nylon webbing for delivery to Memphis quartermaster depot and 
Richmond quartermaster depot during February through August 1956. 

QM 36-030-56-NEG-124, issued November 18, and to be received until De- 
cember 9, 1956, covering 526,000 yards, webbing, cotton, reinforcing, one- 
fourth of 1 inch wide, for delivery to Richmond quartermaster depot during 
March, April, and May 1956. 

Bach of these inquiries carried the following clause on the front page: 

“9. Performance restricted to disaster areas: In furtherance of the Govern- 
ment policy to provide maximum assistance to alleviate conditions in disaster 
areas, negotiation for the items included therein will be conducted exclusively 
with firms which will weave and finish these items in those areas officially 
designated as disaster areas and which are listed herein. Proposals received 
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from concerns which do not provide for the weaving and finishing of the con 
tract items in the disaster areas will not be considered for award.” 

The inquiry of October 26, covering a wide variety of tapes and webbings, is 
similar to one that is issued every year about this time and on which we are 
usually low bidder for several items, which constitute an important part of our 
production during the first half of the following year. We, and 10 other regu- 
lar manufacturers of military webbings and tapes, were forbidden to partici- 
pate in competition for these important Philadelphia Quartermaster Depot re- 
quirements totaling about $314 million, because our plants did not happen to be 
in one of the 45 counties declared to be disaster areas by our Government. 

The prices bid on such negotiated procurements are not published or made 
available to the bidders or others. Therefore, we are unable to find out who 
quoted or what prices were quoted on these four negotiated procurements. All 
prices quoted on regular invitations to bid are published after the bids are 
opened. 

I find that during the first 8 months of 1955 and the first 2 months of 1957 
a total of 32 bidders responded to invitations to bid from Philadelphia Quar- 
termaster Depot. I am attaching a list of these bidders showing the locations 
of their plants by city and county. Twenty-two of each of these have a plant 
in one of the counties declared to be disaster areas. Each of these bidders is 
marked “D” on the attached list. Included among the other 10 suppliers, who 
were not permitted to bid, are 4 of the most important producers of military 
webbings and tapes. I know that the eight plants located at Pawtucket, R. L., 
and the one at Chelsea, Mass., sustained no damage worth mentioning, and I 
have reason to believe that none of the other plants, with the exception of one 
plant of United Elastic Co., sustained appreciable damage. 

On October 31, 1955, I wrote to Philadelphia Quartermaster Depot protesting 
a continuation of this unfair discrimination against a number of their regular 
suppliers of webbings and tapes. I quote as follows the meaningful part of the 
reply from Philadelphia Quartermaster Depot : 

“It should be noted that this policy was formulated by the Office of Defense 
Mobilization for the purpose of maintaining manpower resources in, and pro- 
viding some relief to, areas affected by the floods, and not solely to individual 
firms which might have suffered flood damage. This policy, applicable not 
only to textiles but to all commodities procured by the armed services, is con- 
sidered to be in the public interest and in the interest of national defense. This 
procedure shall remain in effect only for such period of time as the areas in 
question are classified as disaster areas.” 

I considered this statement from all angles, right side up, upside down, and 
sideways, and it looked the same from every side—as plain nonsense with a 
vicious implication. To be deprived of the privilege to compete on several large 
inquiries from Philadelphia Quartermaster Depot was bad enough, and the 
thought that this deprivation might be continued for several additional inquiries 
was disturbing, but the realization that the Office of Defense Mobilization has 
the power to favor contractors in certain areas of the Nation and to deprive 
contractors in other areas of the privilege to compete for regular supply re- 
quirements because of a bad storm, prompted me to write Senator Strom Thur- 
mond on November 28, 1955, as follows: 

“For the past 30 years, Southern Weaving Co. has been one of the principal 
suppliers of woven narrow fabrics, known as webbings and tapes, to the mili- 
tary services in times of peace as well as in times of war. The records show 
that our performance has been consistently very good from the standpoint of 
quality, delivery, price, and technical assistance to the Military Establishment 
and that during the 2 emergency periods we had 60 to 80 percent of our maximum 
eapacity on the production of these critical military items. During years of 
peace we are dependent to a large extent on military business, which we have 
always gotten by competitive bidding and excellent performance on these highly 
specialized materials, in order that we may be prepared to supply the very 
large and urgently needed military requirements in times of national emer- 
gencies. 

“At this time of year, it is customary for Philadelphia Quartermaster Depot, 
the principal purchaser of military webbings and tapes, to issue invitations 
to bid and purchase their expected requirements for these items for the first 6 
months of the following year. During the past 2 months, we have received from 
Philadelphia Quartermaster Depot, United States Army, 4 invitations to bid on 
very large quantities of these items for delivery during the first 6 months of next 
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year, and these invitations appear to cover practically all of the military require- 
ments for woven webbings and tapes for the first 6 months of 1956. 

“Hach one of these invitations to bid contains a statement to the effect that 
proposals received from concerns which do not provide for the weaving of the 
eontract item in the disaster areas will not be considered for award. In other 
words, only those webbing and tape manufacturers whose manufacturing facil- 
ities happen to be located in those counties in Connecticut, Massachusetts, New 
Jersey, New York, Pennsylvania, and Rhode Island which have been designated by 
the Government as ‘disaster areas,’ are permitted to compete for the supply 
of these very large, long-term, military requirements. I have talked to the 
heads of the principal webbing manufacturers whose plants are located in these 
so-called disaster areas and, according to their statements, the storm or flood 
damage sustained by these plants was very small, in fact, negligible. Further- 
more, not one of the webbing manufacturers in these areas is as dependent for 
its well-being on military business as is Southern Weaving Co. There are also 
many other webbing manufacturers in the South and other sections of the 
country which were not permitted to quote on any part of these important mili- 
tary procurements. 

“T am advised by the contracting officr at Philadelphia Quartermaster Depot 
that this policy of the Government was formulated by the Office of Defense 
Mobilization for the purpose of maintaining manpower reserves in the areas 
affected by recent floods and storms and that this policy, applicable not only 
to textiles but to all commodities procured by the armed services, is considered 
to be in the public interest and in the interest of national defense. This pro- 
cedure shall remain in effect only for such period of time as the areas in ques- 
tion are classified as ‘disaster areas.’ The last of the above-mentioned invita 
tions to bid on the first half of next year’s requirements for military webbings 
was issued on November 18; therefore, there is no present indication as to how 
much longer this discriminatory policy is to be continued. 

“There have been many disastrous storms in the past, and it is safe to say 
that there will be many more in the future. For the Federal Government to 
establish such a precedent of discrimination against all manufacturers of mili- 
tary equipment and supplies in order to favor those who are located in a small 
area of the Nation that sustained severe storm damage last summer could have 
a serious effect on the ability of the Department of Defense to procure its 
requirements at low cost in the future. Furthermore, the establishment of such 
a policy of discrimination is extremely dangerous in many other respects. 

“Disregarding the present effect of this action as it pertains to Southern 
Weaving Co. and all other military suppliers at the present time, such a pre- 
cedent can do incalculable harm to our entire economy. 

“T urge you to give this matter serious consideration and to do your utmost 
to put a stop to such practices by the Federal Government.” 

The idea that storm damage, even very severe storm damage and inland 
flood damage in 44 counties, could justify any such discriminatory action, 
over a period of several months, on the part of the Office of Defense Mobiliza- 
tion is unrealistic and ridiculous, and the fact that it has used in this manner 
the powers implied by the Federal Property and Administrative Services Act of 
1945 suggests the need for amending this act to forbid the use of such powers 
by the Office of Defense Mobilization, or any other agency of the executive branch 
of the Federal Government. 

Let’s take a look at the logic of this action by the Office of Defense Mobilization 
from an overall standpoint. In this connection, I think it is safe to say that 
the situation pertaining to the manufacture of webbings and tapes is quite 
similar to that of most other supplies purchased by the Government. 

It is stated by Philadelphia Quartermaster Depot that “this policy was formu- 
lated by the Office of Defense Mobilization for the purpose of maintaining man- 
power resources in, and providing some relief to, areas affected by the floods 
and not solely to individual firms which might have suffered flood damage.” 
Let’s apply this reasoning to the Providence County area of Rhode Island, 
where there was a substantially larger concentration of military web and tape 
manufacturers than anywhere else, and suppose that 3 of the 8 plants there 
sustained serious flood damage. It is extremely unlikely that any manufacturing 
plant would be completely destroyed unless it were a very small one, or very 
poorly built. Therefore, it is safe to say that, as soon as the flood water receded, 
the majority of able-bodied employees in each plant would be put to work 
cleaning up the mess, drying off equipment, and determining what replacement 
parts would be needed to get the equipment into production again. If the entire 
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plant had been flooded, which is most unlikely, it might take up to a couple 
of months to replace certain wooden loom parts and some small parts that might 
have been irreparably damaged. During this time some of the plant employees 
would be unemployed and would receive unemployment compensation or some 
might find temporary employment at a neighboring plant which might have 
started producing for the damaged plant. The office force of the damaged plant 
would be kept busy right from the start determining what items on their cus- 
tomers’ orders would have to be produced elsewhere, finding nearby sources of 
supply for these items, and handling the other voluminous paperwork required 
under such circumstances. If the damaged plant was producing for a Govern- 
ment contract, I am confident that the contracting officer would give his full 
cooperation and assistanct to defer deliveries until the plant could get back 
into production. For other customers’ orders, deliveries could be deferred on 
some and materials for others could be purchased by the damaged plant from 
other narrow fabrics manufacturers. 

When the damages were repaired, production would be resumed for old orders 
on the books and for new business that might have been booked during the shut- 
down. Unless the plant was demolished, it certainly could be back in produc- 
tion within 2 to 3 months, even though very substantial damage were sustained, 
assuming that it had financial means to repair the damage. If it could not 
finance the cost of repairs, it would need special financial assistance, not addi- 
tional large-volume very-low-profit orders for materials such as military items 
which require very strict adherence to exacting specifications and which sub- 
ject the producer to the risk of substantial loss if mistakes are made that result 
in rejections. If the damaged concern wanted additional Government business 
for production after the damage had been repaired, it would be at liberty to 
compete in the usual manner on invitations to bid issued while it was shut down 
and after operations were resumed. If it needed this business badly, it would 
probably be in a position to quote very close prices and get an order without 
benefit of favoritism. 

The regular minimum lead time for Government contracts for textiles is 90 
days; that is, no important Government contracts for textile products require 
deliveries to start within less than 90 days after award of the contract. Award 
of the contract usually follows the opening date of bids by 15 to 20 days. Bid 
prices on regular open-bid invitations are published within 2 or 3 days after 
the opening date; therefore, the low bidder has an extra 2 weeks to get his yarn 
ordered and start preparations for production. In the case of Philadelphia Quar- 
termaster procurements made in the fall of 1955, these inquiries were issued 
from late September to mid-November, about 3 to 5 months after the disastrous 
storm, and deliveries were specified to run from the end of January and February 
1956 through the ends of May, June, and August 1956, which amounts to about 
6 to 13 months after the disaster. 

From an overall standpoint, there are two basically important points that must 
be considered in order to get an understanding of the value, or uselessness, of 
such favoritism on the part of the Office of Defense Mobilization. 

First, it is erroneous to suppose that a Government, or military supply, con- 
tract is a one-way street to big profits and a safe way to recoup losses due to 
plant damage. The truth is that Government contracts, at least those for textile 
materials and textile products of all kinds, which are awarded at current com- 
petitive prices, should be described as an uphill drag to small profits with many 
pitfalls to substantial loss, or even bankruptcy, for those who are not skilled in 
the production of materials that meet military specifications and comply with 
all specified requirements as to testing and the absence of defects. If a con- 
tractor had the know-how and facilities to produce for military requirements, 
plus proper financial resources for such risky business, before the disaster, it 
is most likely that he would have the ability to repair the damage to his plant 
quickly and efficiently and compete effectively on regular invitations to bid on 
Government requirements that might come along while he was shut down or 
after he resumed production. If he did not have such abilities and facilities, 
it would be no kindness to saddle him with a military supply contract, assum- 
ing, of course, that these “special” negotiated contracts are awarded at prices 
that are currently competitive. Much more could be said in support of this point 
if time permitted. 

The second basic consideration deals with the matter of the efficient utilization 
of operable plant capacity and the employment of labor in disaster areas during 
the time when repairs are being made to damaged facilities. In considering 
these matters, it must be remembered that most manufacturing plants and their 
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labor are highly specialized these days. For example, a broad goods mill cannot 
produce narrow fabrics; a cotton mill cannot produce woolens or worsteds 
economically, a carpet mill cannot produce any of these other products, or vice 
versa. Also, the employees from one of these types of plants cannot perform 
efficiently in another type of plant without several months of learning and 
becoming oriented. Therefore, a contract for worsted uniform cloth awarded 
to a worsted plant in a disaster area probably will not benefit the employees of 
a cotton mill that are temporarily unemployed. The same situation exists with 
respect to the various types of metalworking plants and all other manufacturing 
or processing plants in an area. In addition to all these considerations, we can- 
not lose sight of the fact that when the productive capabilities of an area are 
reduced or crippled, it is hardly logical or sensible to attempt to rectify this 
situation by making increased demands on its ability to produce by awarding 
large new contracts requiring production in the area. 

So much for the mechanics and the logic of this question. By far the most 
important consideration is that of the propriety and the right or wrong of the 
Federal Government, through one of its agencies, attempting to rectify a dis- 
aster, or act of God, by arbitrarily favoring the manufacturers in the disaster 
area at the expense of contractors of all other parts of the Nation. Besides the 
ineffectiveness of this sort of so-called relief, or what should be referred to more 
accurately as patronage, there is the very real danger that such powers to favor 
one small group of citizens to the exclusion and to the disadvantage of other 
groups will lead progressively to serious abuse of thees powers and thereby 
deprvie arbitrarily many citizens and businesses of the privilege to compete 
on an equal basis for Government supply requirements. Such is neither fair, nor 
reasonable, nor in the public interest. 

Therefore, gentlemen, I respectfully suggest that, inasmuch as there is no 
logical or justifiable reason for the Office of Defense Mobilization to have the 
power to limit competition for Government contracts to certain areas which have 
been declared to be disaster areas or labor surplus areas, and since such power 
is readily subject to serious abuse, and inasmuch as the use of such powers does 
not support the principle of fair and impartial treatment of all citizens, there 
is a real need for Senate bill 5 and it should be enacted. 

In conclusion, gentlemen, please accept my assurance that I have appeared 
before you today in support of this bill because of my conviction that it is needed 
in the public interest, not because of any thought of benefit to my employer or 
myself. 

Thank you. 

WILLIAM LOWNDES, Jr. 
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Name of bidder ity County 


Acro Textile Co New York, N. Y | Providence (D). 
(Plant in Pawtucket, R. I.) 
American Cord & Webbing. i ...do bbe i | Do. 
(Plant in Pawtucket, R. 1.) | 
Anderson Narrow Fabrics Anderson, &. C | Anderson. 
Arbeka Webbing Co-.-. Lg | Pawtucket, R. I... -. ; Providenee (D). 
Aristocrat Narrow Fabrics Philadelphia, Pa__- Philadelphia (D). 
Bally Ribbon Mills Bally, Pa--- .-| Berks (D). 
Blne Ribbon Textile Corp Pawtucket, R. I.--- | Providence (D). 
J. G. Bowden & Son, Ine | Boston, Mass_- Suffolk (D). 
Buffalo Webbing & Belting___-_____- | Buffalo, N. Y_---- | Erie. 
Burlington Narrow Fabrics | Burlington, N.C. i ge Alamance. 
R. G. Buser Silk Corp___- bs dade Patterson, N.J..-- Essex. 
Churchill Manufacturing Co-._- ‘ Lowell, Mass.--- ewuaop soundest + Danes Cll. 
Coats & Clark’s Sales Corp-.- Sop welnhntees on | eR UN ied as nite Omens ore Providence (D). 
Elizabeth Webbing Mills 4d suddenken ...d0 ra sis Do. 
Engineered Tape, Inc_..- oa do ‘ eee Do. 
eee, Pen ood kta c doce tee 5 _..| Chelsea, Mass posiie elie li Sei Ge. 
Frankoweave, Inc | a ; _..-.| Philadelphia, Pa- Philadelphia fp). 
ST ee ifCarbondale, Pa_-- Lackawana (D). 
General Textile Mills...........__- ---------|\New York, N. Y.................| Bronx. 
Georgia Webbing & Tape--- ..| Columbus, Ga_...................| Muscogee. 
Hamilton Webbing Co-..- Loko ....| Hamilton, R. I Kent. 
Hoffman Tape Mills. --- bee _...-.------..| Cheltenham, P: Montgomery (D). 
Hope Webbing Co... J _.| Pawtucket, Providence (D). 
E. L. Mansure Co..___-- : : mS Chicago, at: Stole egal tak ee 
hae . {New York, N. Y 
J. B, Martin Co \Middlesboro, Ky 
Narricot Corp Philadelphis a P . Philadelphia (D). 
Paragon Mills..............._- | New York, 
(Jobber.) 
Phoenix Trimming Co | Chicago, Ml Cook. 
Rockland Webbing Co ; Subic | Rockland, Mass Plymouth (D). 
Russell Manufacturing ES ....| Middletown, Conn Middlesex (D). 
John Sidebotham, Inc_..................._.__._._] Frankford, Pa Philadelphia (D). 
Southern Weaving Co : Greenville, Greenville. 
Traymore Manufacturing C Boston, M: 48S. Se Geant .| Suffolk (D). 
United Elastic Corp East H ampton, Manto. Hampshire (D). 
Westcott Webbing Co_.._._...__- -cmnocencee] Pawtucket, R I ...---| Providence (D). 








Senator THurmonp. Thank you, sir. 

Senator Revercomrn. Your view is that it should be placed upon 
a broad, competitive basis, and that the contract should be awarded 
to those who give the low bid? 

Mr. Lownprs. Assuming, of course, that they have been found to be 
‘apable of producing. 

Senator Revercoms. If they meet the specifications and can comply 
with the contract, you would then base it entirely upon the low bid? 

Mr. Lownpes. Yes, sir. 

Senator Revercoms. Would you carry that same principle into the 
law dealing with small business in this country ? 

Mr. Lownves. Y es, sir. I would, personally, and I am saying that 
against my own self. 

Senator REVERCOMB. If you carried that into small business, you 
would completely wipe out the principle of awarding contracts to the 
small businesses of the country. In other words, if a : few large manu- 
facturers would compete for the contract at the lower bid, you would 
not favor distribution of Government contracts to small businesses? 

Mr. Lownpes. Well, Senator, I certainly would not favor any setup 
that would encourage very large manufacturers to get all of a certain 
type of business, to the extent that it would not allow small- or 
medium-sized businesses to compete. I think that such set-asides for 
small business should be very carefully considered, and that certainly, 
only a portion of the Government requirements should be set aside 
in that manner. 
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Bear in mind, I am definitely a small business manufacturer, but 
I feel very strongly on the matter of favoring any one group against 
another. 

Senator Revercoms. Well, the idea of small business assistance, of 
course, is the dissemination of business in the country, and to prevent 
monopoly or the business of supply and manufacture from falling 
into the hands of a few who might control it. You would not do away 
with that principle; would you? 

Mr. Lownpes. No, Senator. Certainly, to the extent that that prac- 
tice prevents monopoly, either present or future, I am certainly in 
favor of regulations to regulate that sort of thing. 

Senator Revercoms. Well, it goes beyond regulations. It goes toa 
practice of trying to encourage small businesses in the dissemination 
of supply in business. 

Mr. Lownpes. True. 

Senator Revercoms. Now, you put it strictly on the basis of low 
bidder; no other considerations. Would that not affect the principles 
applied to small business ? 

Mr. Lownpes. You would certainly help it and you would encour- 
age small business, too. You would frequently enable small business 
to carry on, where it might be put out of business if it were not for 
that. 

Senator Revercoms. If it were not for the principle observed today 
of encouraging small business, even at the risk of having to pay a 
little more? 

Mr. Lownpes. Very true, and Senator, the way this thing works, 
at least in our small industry, is that the Quartermaster has a large 
requirement on certain of those very large regular requirements, 50 
percent. This they put out for regular bids, to everybody—large 
and small. They hold back 50 percent of certain primary items for 
bids by small business. Then, after the main bids are open, they 
negotiate with all those small businesses, those contractors classi- 
fied as small business, and who were within the first 6 or 7 bidders, 
from the low man. They negotiate with them to accept contracts for 
this 50 percent that was set aside at prices no higher than the low bid 
on the regular items. I think that practice is very fair and it cer- 
tainly is effective in our industry. The Government does not pay 
the high price, of course, for very large requirements, that they might 
have to pay a small bidder up to the second or third man, in order to 
get enough, but they don’t get way up into the very high prices that 
were quoted on that item. It isa very fair procedure and it works out 
beautifully, as far as our industry is concerned. I am heartily in 
favor of that, sir, because it has a purpose that is basically sound 
but I question the soundness of this. This matter that I am now 
talking against. 

Senator Revercoms. You would put it on the low bids within the 
classification of the small business—that part set aside and awarded 
small business? You would leave out the idea of distress areas of 
labor, and put it solely on the basis of low bid of that portion of that 
set-aside of the contracts set aside for small business ? 

Mr. Lownpes. Yes, sir. And that for the verv definite purpose of 
eliminating the possibility of large contractors eventually running out 
of business ,the small and medium business manufacturers. 
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Senator Revercoms. You would not apply your rule then, to the 
whole industry manufacturing any particular article. You would 
invoke small-business rules and not apply your rule of low bid to 
the whole group, both large and small manufacturers, would you? 
You would not have the small business competing against the larger 
business with the Government contracts. 

Mr. Lownpes. Yes, sir. 

Senator Revercoms. You would? 

Mr. Lownpes. You do in the case of narrow fabrics. The first 
half of the overall requirement that is put out, is sent to small and 
large concerns, and each bidder states on there, what category he falls 
in. He competes on that first lot. 

Senator Revercomp. The first lot ? 

Mr. Lownpes. He might get a very substantial share of several 
items in competition with the large people. Then, after those bids 
are open and the awards made, the set aside for small business is 
taken into consideration on a negotiated basis. The way it is handled, 
actually, is the contracting officer or his representative telephones, 
usually, up to about the fourth or fifth low man for each item on this 
original bid and asks him if he would care to take a part of the set- 
aside for the small bidders, and if he ens to quote his best price. 
As a rule, well, the contractor knows what prices were bid because he 
has a list of the original prices bid and he also knows from a practical 
sti undpoint that if he expects to get some of this additional business, he 
has got to sharpen his pencil and quote prices competitively—not neces- 
sar ily as low or lower, but competitive with the low prices quoted by 
everybody. The low prices quoted by the large and small dealers; so 
in that way—— 

Senator Revercomn. There is still considerable complaint among 
those designated small business, in some of the Government contracts 
today, because they say that the contracts are largely going to the 
big manufacturers who can turn them out in larger quantity. That 
still exists; and I want to have your views about that. 

Mr. Lownpes. Well, of course, that can be true in other industries. 
I do not know that in our industry, that there are some small con- 
tractors who do not get much Government business but it is usually 
because they simply cannot produce as economically as other small 
manufacturers in the industry. So I say that as far as our industry 
is concerned, it seems to me to be quite impartial and quite effective 
as practiced in setting aside for small business. It is handled very 
well by the Philadelphia Quartermaster Depot. 

Senator Revercoms. The thought I present is this: If your view 
of awarding contracts on the low bid is arried through by the 
Government, in its purchases, are you not going to break down the 
principle of looking after small business ? 

Mr. Lownpes. W ell, Senator, I am advocating here the abanden- 
ment of the right of the Office of Defense Mobilization to say that 
for certain reasons, contractors in this area or that area will be the 
only ones permitted to bid on a requirement; and then at some later 
date, contractors in some other area are given the privilege, and the 
rest are not. 

Senator Revercoms. Do you think it is too restrictive through 
geographical assignment ? 
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Mr. Lownoes. I think it is wrong on the basis that it is seriously 
subject to abuse; what might be a legitimate restriction today could be 
an obviously arbitrary restriction at some time in the future, and 
therefore, it is wrong that such powers be given to the Office of De- 
fense Mobilization. ‘That is the thing that I am objecting to, and I 
think should be cured. 

Senator Revercoms. I believe that is all, Mr. Chairman. 

Senator Tuurmonp. I notice at the end of your printed statement, 
you have three columns: name of bidder; city and county. Would 
you explain just what that means? 

Mr. Saowiee: Yes, sir. That is explained in the full statement 
here. That is a list of all of the narrow fabrics bidders who competed 
for Philadelphia Quartermaster business during 1955, and the first 2 
months of 1956. In other words, just before and just after this dis- 
aster period, so-called. You will notice that there are about 32 of 
them. Those with a “D” marked in the right hand column are the 
ones which fell in the disaster areas and therefore, were given the 
privilege of quoting. The ones with no “D” by them, were not per- 
mitted to quote and as I pointed out in here, among those with no 
“T),” there are about 10 of them, there are 3 or 4 of the very im- 
portant suppliers to the Philadelphia Quartermaster Depot, the 
ones that usually get the business in competition. They are all small 
businesses. 

Senator TuHurmonp. I notice a great many of these with “D” by 
them are in some of the biggest and richest States in the Nation. 
Massachusetts, New York, Pennsylvania, and Rhode Island; and yet 
they were in the disaster areas, while the States like South Carolina 
and Georgia, one of the lowest income per capita in the Nation, were 
not permitted to receive a contract because it was not so listed as a 
disastrousarea. Isthat correct? 

Mr. Lownves. That is very true, sir; and furthermore, I know of 
only one main narrow fabrics plant that was seriously damaged in the 
area; that was United Elastic, in one of their mills. They have 10 
or 12. To show the arbitrariness of this thing, there are six narrow 
fabric manufacturers in Providence, R. I. Practically all of them are 
located at Pawtucket, a stone’s throw from Providence. None of those 
plants were damaged. There was no damage worth mentioning, really 
nearby, in and about Pawtucket, yet all of those plants were given the 
privilege of quoting on these large requirements. 

Senator THurmonp. As I understand your testimony, it is your 
position that if an area needs welfare or grants because of disaster, it 
should be under some welfare program, and not have the award of 
the contract to it, for that reason. 

Mr. Lownpes. Very positively, sir, and for the one very important 
reason that the award of a Government contract is by no means a gift 
or a guaranty that the contractor is going to benefit from it. Unless 
he gets a very high price for what he is selling, on that basis, or unless 
he is completely able to manufacture efficiently and at a low cost on 
these special requirements, he might take a licking and it might bank- 
“i him. I have seen that happen several times in the last 3 years. 

Senator Revercoms. May I ask this question. You used the words 
“disaster area.” Do you include within that those areas where there 
are more workers than there is work? Isn’t that what is meant by 
disaster area, as used here ? 


es 
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Mr. Lownpes. No, sir. My use of the words “disaster area” is an 
area so declared as a direct result of an act of God of some kind. 
Something that destroys a large portion of the physical manufac- 
turing facilities in an area. 

Senator Rrvercoms. Well, this present law and the present rule 
goes further than that. It gives preference to an area where there is 
an overabundance of labor. Isn’t that so? 

Mr. Lownoves. Yes, sir. 

Senator Revercoms. Isn’t that the real basis of it, rather than dis- 
aster area, as you have used that term ? 

Mr. Lownprs. Well, of course, the only reason why we were for- 
bidden to quote on these inquiries in late 1955 was because of the 
aftermath of the storm, because of the destruction due to the storm. 
At least, that is what we were told by the Government—by the Army. 

Senator Revercoms. Do you apply your same reasoning and con- 
clusion of having bids, based upon the lowest price and submitted gen- 
erally throughout the country—do you apply that to the areas where 
there is great overabundance of labor and lack of work opportunity ? 

Mr. Lownoes. I feel that there should be no exception or preference 
for such an area; if a plant happens to be in that area, and they are 
low bidder, they are low bidder. They should get the business, but 
if the plants in that area with an overabundance of labor, cannot 
compete or cannot quote as low a price as the plant in some other 
area, then certainly the plant in the other area should get it. One 
reason for saying that is that the Government cannot award contracts 
to a certain area forever, to keep that labor busy; if it is not busy in a 
large area, there must be some basic reason for it and I believe that it 
can be shown that the reason for it is such that the Government could 
not hope to overcome it without ridiculous cost to the rest of the 
Nation. 

Senator Revercoms. Your view is not to award to any particular 
area forever, but to take into consideration for one contract, the sit- 
uation of an overabundance of labor and the lack of opportunity 
to work. Isn’t that so? 

Mr. Lownpes. Senator, I feel that even 1 contract should not be 
awarded on that basis, because 1 contract establishes a precedent 
for many contracts in the future. That is a very dangerous thing. 

Senator Tuurmonp. Thank you very much, Mr. Lowndes. We ap- 
preciate your fine testimony. 

Mr. Lownpes. Thank you, sir. 

Senator TuHurmonp. Our next witness is Col. William C. Lott, of 
Graniteville, S. C. 


STATEMENT OF COL. WILLIAM C, LOTT, ASSISTANT VICE PRESI- 
DENT, GRANITEVILLE CO., GRANITEVILLIE, §. C. 


Senator THurmonp. We are delighted to have you with us, Mr. 
Lott. Mr. Lott comes from my city and he is a graduate of The 
Citadel—the finest military college in the United States. The only 
one that matches it is West Point. ‘ 

Mr. Lorr. Thank you very much, Senator. 

I do not have a prepared statement. Time did not permit me to 
do that. My name is William C, Lott. I reside in Aiken, S.C. I 
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am the assistant vice president of the Graniteville Co., which has its 
headquarters in Graniteville, S. C., and which has six plants in South 
Carolina and three in Augusta, Ga. We employ about 4,200 employ- 
ees. We have been in business since 1845. We have been doing busi- 
ness with the Government during most of that time, I expect, with 
the exception of those unhappy years of 1861-65. We did not supply 
the United States Government at that time. 

We favor the Thurmond bill S. 5. We do not favor it on an in- 
dividual basis, that is, so far as our company is concerned, but on a 
matter of principle. Actually, we are doing very little business 
with the Government at the present time, and have done little business 
with the Government for the past several years but it is a matter of 
what is right; what is just; what is fair. 

We think that the Government should spend its money just as we 
hope our wives spend our income when they go out to the grocery store 
or to the department store. We like to think that they shop around 
to get the most they can for the money they spend, and we think the 
Government should spend its money that way. Actually, the busi- 
ness of favoring a depressed area, as the Senator mentioned a while 
ago, or a disaster area, is economically unsound, in our opinion. 

hen you get into an area where a disaster has occurred, you don’t 
find the Red Cross going to one specific part of the country and 
saying to that specific part of the country, “We want you to go up and 
help, Seaweed we have a disaster in another part of the country.” The 
Red Cross goes to all of the country. All of the country helps. We 
think that is the right way to handle a disaster or depressed condition, 
Senator, where you might have a surplus of labor. 

Senator Revercoms. You put the two on the same basis. 

Mr. Lorr. We put the two on the same basis; yes, sir. I should like 
to emphasize what the gentleman who just preceded me said. Gen- 
erally speaking, when you have a depressed condition in an area, there 
is something basically economically unsound in that area; either you 
have labor costs that are too high or you have inefficient operations, 
which result in shutdowns and which result in surplus labor. The 
free-enterprise system on which this country has been built, is based 
on competition, and if an industry or a business cannot compete, then 
it is going to fall by the wayside eventually, whether the Government 
helps it temporarily or not. We think that the matter of depressed 
areas is emphasized a little too much anyhow. Certainly, it is, so far 
as our industry is concerned. I was looking at some figures yesterday 
from the Department of Commerce, which showed that in 1956, the 
textile industry earned 2.6 percent on sales compared with 5.2 percent 
for industry generally. So, Senator, we are depressed. There is no 

uestion about that. We have been depressed for a great many years. 

owever, we are still competing. That is, our company, and most 
of the textile industry in South Carolina. Incidentally, in South 
Carolina, 4 out of 5 of all industrial payroll dollars are paid by the 
textile industry, and 3 out of every 4 of all industrial employees in 
South Carolina are employed in the textile industry. 

I believe our State today, Senator Thurmond, has the distinction 
of having more spindles in it than any State in the Union, though 
it is one of the smallest States geographically in the Union. 

We favor S. 5, as I say, on a matter of principle. When I at- 
tended The Citadel, as Senator Thurmond mentioned, General Sum- 
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merall was president there. On every occasion when he made a talk 
to the cadet corps he told us that whenever we got out of school and 
had problems to face to try to decide them on the basis of what was 
right. He said, “If you just follow that basis, you will never go 
wrong. You decide what is right and stick with that.” 

We think that the Government should spend its money on the basis 
of low bids and on the basis of low bids only. That is my statement, 
Senator, and if you have any questions, I shall be glad to try to answer 
them. 

Senator Tuurmonp. Colonel Lott, has the Federal Government 
or any agency of the Federal Government, the right to discriminate 
against a private individual or private corporation who is low bidder 
on a contract, the right to fulfill that contract—award it to an individ- 
ual or corporation in another section of the country on the ground 
that such section is in a disaster or depressed area? Isn’t our Gov- 
ernment putting a penalty on the individual corporation that is a low 
bidder and fails to get that contract ? 

Mr. Lorr. In effect, Senator, the Government is subsidizing ineffi- 
ciency. It is subsidizing that plant or that area which operates most 
inefficiently and we think it is denying the contract to the most efficient 
and the low-cost plant, and in so doing it is violating a principle of 
right. 

Senator THurmonp. And isn’t it making that individual or that 
corporation or that city or community, in which the plant that is the 
low bidder is located, a burden that the whole Nation should bear 
in the case of a disaster or a depressed area ? 

Mr. Lorr. Yes, sir. That is the point I tried to make in the be- 
ginning. We think that a disaster or a depressed area should be the 
subject of help from the whole country and not become a matter of 
penalizing some individual firm or some individual industry. 

Senator Revercoms. How would you go about having the Govern- 
ment help a depressed area ? 

Mr. Lorr. Senator, let us take my own area as an example. Sup- 
pose for some reason or other, we were unable to run our plants. I 
am very happy to say that we have run our plants on full time for 
a great many years. We are, as my boss says, sweating blood right 
now to do it, but we are doing it; but suppose for some reason or 
other, we had to close down. We would have a surplus of labor in 
that area. We have now, unemployment-compensation laws which 
were passed to take care of that very situation, and if the situation 
extended over a period of time, which that did not care for, then 
it would become a matter of welfare, in my opinion, and should be 
handled as a welfare matter. 

Senator THurmonp. It should be borne by the whole country, rather 
than make one community suffer? 2 

Mr. Lorr. Yes, sir. I don’t think we should get a Government con- 
tract, simply because for some reason or other, we were unable to run 
our mills. I don’t believe we should get a Government contract on 
that basis. 

Senator Revercoms. In other words, you take the view, sticking 
strictly to economic cases, of letting the low bid have it, as much 
more Haart than giving work to people who otherwise would be 
on relief ? 
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Mr. Lorr. Yes,sir. Ido. Absolutely. I think it isa very important 
principle. Incidentally, so far as Government contracts are con- 
cerned 

Senator Tuurmonn. On the point you just mentioned—excuse me 
for interrupting—by taking the low bid rather than giving work to 
people unemployed, would it not be the obligation of the Government 
to provide assistance in some other form to those people who are 
unemployed, rather than deny to an individual or a corporation or a 
community, a contract which it was justly entitled to, by virtue of being 
the lower bidder? 

Mr. Lorr. I think it would be. That is my thinking exactly, Sen- 
ator. I was just going to make this one point insofar as Government 
contracts are concerned. In our experience, they are the contracts 
on which you make the least money. They are the ones about which, 
as someone said in our organization, the most pleasant thing is get- 
ting them. From then on they are right much of a headache and 
actually—well, we have done a lot of business with the Government in 
the past, but insofar as making money is concerned, I believe that the 
profit in the Government contract is not there, maybe, to the extent 
that it is in an actual commercial contract. I think that is a point 
worth considering ‘when you are thinking about this bill, because 
if an industry is depressed already and an area is depressed and it is 
running inefficiently, I do not see how it ean possibly meet Govern- 
ment specifications on a Government contract and make any money out 
of it and do itself real good. 

Senator THurmonp. If the Government fails to award a contract 
to a low bidder and gives it to another area because of unemployment 
or disaster, isn’t the Government more or less approving a socialistic 
method of doing business? 

Mr. Lorr. It seems that way to us, Senator; that the right way is 
to get the most for your money. The Government has operated on 
that basis, insofar as buying goods and services are concerned, for 
many, many years, and we think it is the right way. 

Senator THurmonp. In making that statement, you are not deny- 
ing that it would be an obligation of the Federal Government ? 

Mr. Lorr. No, sir. 

Senator THurmonp. To assist areas from a welfare standpoint? 

Mr. Lorr. No, sir. I am not denying that. I am saying they are 
two different problems. Two different questions. 

Senator THurmonp. Exactly. 

Senator Revercoms. Now, would it be socialistic to help them 
through welfare? 

Mr. Lorr. No, sir. I don’t think so. 

Senator TuurmMonp. Do you think it would be socialistic to favor 
small businesses, and try to keep them running ? 

Mr. Lorr. Senator, to some extent I do. However, in the discus- 
sion that you had with our good friend, Mr. Lowndes a moment ago, 
I don’t know whether it was ever very clearly brought out that after 
the, say, 50 percent requirement has been awarded on a low bid basis, 
then the set-aside is a competitive proposition between those firms, 
which are classified small business, and I don’t see anything par- 
ticularly wrong with that so long as it is done fairly, and there is 
proper investigation and that the small business, in itself, can com- 
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pete and meet the Government specifications. I don’t know whether 
we ought to subsidize them, even if we can. 

Senator ‘THuRMoND. Mr. Lott, | want to thank you for your splendid 
testimony. We greatly appreciate your coming here on this occa- 
sion. 

Mr. Lorr. Thank you, sir. 

Senator THuRMOoND. And appearing before our subcommittee and 
giving us the help that you have. 

Mr. Lorr. Thank you, sir. 

Senator ‘'HuRMOND. Our next witness is Mr. R. B. Russell of 
Charleston, S. C. 


STATEMENT OF R. B. RUSSELL, PRESIDENT, RUSCON 
CONSTRUCTION CO., CHARLESTON, S. C. 


Senator THurmonp. Mr. Russell is one of our leading citizens from 
Charleston, S. C. 

Mr. Russell, we are glad to have you with us. 

Mr. Russevx. Thank you, sir. 

Senator THurmonD. You may proceed with your testimony. 

Mr. Russevy. As you know, my name is R. B. Russell. I am a gen- 
eral contractor from Charleston, S.C. In a way, I feel a little out 
of place with all my textile friends here because I have not had the 
opportunity of building a textile mill yet. 

Senator Thurmond, I was very happy to hear you make the re- 
marks about The Citadel, because I was about to take issue with your 
remarks about Clemson College. Citadel was my school. 

Gentlemen, I should like to express, primarily, from the general 
contractor's standpoint, the rules that we have operated under for 
many, many years. Those rules with respect to Government con- 
tracts, with the exception of the state of war, have been strictly on a 
competitive bid basis. I know of no contracts outside of that time, 
unless there were some specialty contracts, which required very spe- 
cial equipment and ingenuity, that were awarded on other than that 
basis. That is the principle under which the contracting industry 
has been successfully operated for many, many years. How many, 
I cannot tell you. T can speak for myself and say for at least 20. 
I am a director in the Carolina branch, Associated General Contrac- 
tors, and support the Contractors Association wholeheartedly, I am 
not speaking at this time for the National AGC but I am sure they 
will concur with what I have to say. 

In looking at this situation, we have a trend which, in my opinion, 
is not good; is not proper; and in the long run, will not be helpful. 
I think from all the testimony that we have heard heretofore, that 
we are looking for some stopgap measure, which in the long run 
will not be very helpful to anyone concerned. If we ever start sub- 
sidies like this, which I am sure is wrong, I think we will have a 
hard time stopping them. I do not see the need for them because, on a 
competitive-bid basis, the Government, along with the individual, 
is placed in the proper category. 

Senator Revercoms. May [| interrupt just a moment ? 

Mr. Russet... Go right ahead, sir. 

Senator Revercoms. In view of the fact that I have to leave at this 
time, I ask this question: As a contractor, your position is quite dif- 
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ferent from that of a mill and its employees. You contract all over 
the country. You move around to do your construction work, where- 
as they are fixed in place, ina community. Don’t you see a difference 
between your situation and that of the fixed, located mill ? 

Mr. Russe.x. Senator, I can see some differential there, yes. IT can 
agree with you to a certain extent, but I do not not like to see plants 
subsidized. This kills any initiative that could be given them other- 
wise, to do something else to fill that gap. I think a little ingenuity 
would come forth very quickly without any money being passed in 
that direction, because you know, you can do a lot of things if you 
have to buckle down to do them. I am inclined to believe that resus- 
citation through necessity is better than a sedative. 

Senator TuHurmMonp. Go ahead, Mr. Russell. 

Mr. Russevt. Mr. Chairman, I think that primarily concludes what 
I have to say—that I wholeheartedly endorse bill S. 5. 

Senator Tuurmonp. If the Federal Government, which would be 
under the control of an administration in power, follows this practice, 
and if it were of a mind to do so, and have the appropriate agency 
declare any particular State or section of a State in a disaster or a 
depressed area, for political purposes, if it saw fit to do so, then isn't 
the policy of this kind a dangerous one which would tend to destroy 
the confidence of the people in our Federal Government ? 

Senator Tuurmonp. Isn’t one of the pillars of this form of govern- 
ment, of this democratic Republic, if you wish to call it that, that 
of private enterprise, and do you agree with that ? 

Mr. Russetu. I agree with that thoroughly. 

Senator THurmonp. And isn’t private enterprise built on competi- 
tion ¢ 

Mr. Russetu. Definitely. 

Senator Trurmonp. Isn’t competition the heart of private enter- 
prise ? 

Mr. Russeww. Definitely. I think that private enterprise has to 
have competition or there will be no private enterprise. 

Senator THurmonp. And if Government contracts are not awarded 
on competitive bids, isn’t the Federal Government discouraging private 
enterprise and causing its citizens to look to a system of favoritism and 
not necessarily of merit? 

Mr. Russetz. Yes, I agree with that, sir. I should like to make 
this statement. I have been in the contracting business, as I said, 
for some 20 years, actively in my own company for the past 7 years. 
We do a tremendous volume of Government work, from the size of 
our company, on a percentage standpoint. That work consists pri- 
marily of buildings and heavy construction. 

During the entire period in which I have been associated with 
Government contracts, and prior to my association, throughout the 
entire period that contracts have been competitively awarded, I am 
sure the Government received the most for its money on a competitive- 
bid system. 

Senator THurmMonp. On a business deal, should it be the desire of 
the Government and the responsibility of the Government to get the 
most for its money on a contract? 

Mr. Russe.u. Senator, I think that the Government should be run 
like any other business. I think it should be run on a fair, sound, 
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economical business. I think it should get the most for its money in 
anything it does. 

Senator THurMoND. Should not the officers of the Federal Govern- 
ment handle the Federal Government on the same, sound basis as the 
officers of a private corporation would handle such a corporation ? 

Mr. Russewu. I see no reason why they should not. 

Senator THurmonp. If there is a need in any particular area for 
help because of disaster or unemployment or other reason, then 
shouldn't such aid or assistance be provided through the appropriate 
agency of the Government, and not entangle that with awarding bids 
to the lowest competitive bidder, on a business contract ? 

Mr. Russeiu. Senator, I do not see how it can be done otherwise, 
without penalizing people who have no reason to be penalized for such 
an incident. 

Senator Tuurmonp. And would it not only be penalizing an indi- 
vidual or a private corporation, but also a whole community or maybe 
a whole city or a whole State, to take a contract away from it and 
take it to another section of the country, because there was a welfare 
need in such other ie 

Mr. Russett. Yes. I still come back to the same statement that I 
made before. Necessity makes people do a lot of things. If you have 
to do something you can get out and do it but you have to have that 
little shove to go along with it. I believe that, rather than subsidies, 
that we encourage and give the little shove otherwise, with which 
people can do a lot. 

Senator THurmMonp. And when you take a contract away from an 
individual or a corporation in a community, are you not making that 
community bear a responsibility for welfare in another section that 
should be borne by the Nation as a whole ¢ 

Mr. Russeti. Yes, sir. I do think that. 

Senator Tuurmonp. Mr. Russell, I want to thank you very much for 
your splendid testimony. We are glad to have you here and appre- 
ciate your testifying before this subcommittee. 

Mr. Russet. Thank you very much. 

Senator Tuurmonp. Our next witness is George P. McClenaghan, 
of Greenville, S. C. Is Mr. MeClenaghan here? 

Mr. Lorr. He is not here. (See telegram, p. 36.) 

Senator THurMmonp. Mr. Alan B. Sibley of Greenville, S.C. Is he 
here? 

Mr. Lorr. He is not here, sir. (See letter, p. 38.) 

Senator Tuurmonp. Is J. W. Easter, of Baltimore, Md., here? 

Mr. Lorr. He is not here, sir. 

Senator Tuurmonp. Is there any other witness present who desires 
to testify before this committee ? 

(No response.) 

Senator THurmonp. It appears there are no other witnesses present. 
In view of that, we shall conclude today’s hearing, but we will keep 
the record open for several days for submission of any statements for 
the record. 

At this time, I should like to insert a letter dated June 18, 1957, from 
Senator Leverett Saltonstall, a United States Senator from the State 
of Massachusetts, relative. to bill S. 5. 

I also wish to place in the record a report dated January 24, 1957, 
and a letter dated June 10, 1957, from the Comptroller General of 
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the United States, a statement from the Office of the Secretary of De- 
fense, and a number of letters and telegrams which have been received 
by me or other members of the committee on behalf of this bill. 

In view of the fact that there are, I understand, some additional wit- 
nesses who may wish to-come before our subcommittee, I am going 
1o recess the subcommittee until next Monday at 10 o’clock to provide 
an opportunity for those witnesses to be heard. However, if I learn 
that they do not desire to be heard, or that it will be satisfactory to 
them to submit statements, there will be no further hearings. 

(The communications referred to are as follows:) 


UNITED STATES SENATE, 
COMMITTEE ON ARMED SERVICES, 
June 18, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Committee, 
Senate Committee on Government Operations, 
United States Senate, Washington, D. C. 

DeEAR Mr. CHATRMAN: It is my understanding that your subcommittee will meet 
today to consider 8S. 5. I would very much like to acquaint you and your col- 
leagues with my opposition to the bill, which would amend the Federal Property 
and the Administrative Services Act of 1949 as amended, so as to prevent the 
allocation of procurement contracts to so-called labor surpluses and disaster 
areas. 

I think it is extremely important that the subcommittee, in considering S. 5, 
carefully review the purposes and the effects of administrative orders to which 
the bill before you is directed—defense manpower No. 4 and supplement No. 1 
to Defense Mobilization VII-7. These directives were designed, not to assist 
any particular economic or geographic segment of our country, but rather to 
promote the national interest and economy as a whole. Significant considera- 
tions of national security are also involved. DMP No. 4, which provides for the 
award of procurement contracts to areas of labor surpluses, was specifically 
designed to help maintain production facilities and reservoirs of skilled man- 
power which might, but for the provisions of the policy, be dissipated. It is 
extremely important to note that under this policy, the Government has never 
paid a premimum price for goods and services acquired through contracts placed 
in labor surplus areas pursuant to the order. In fact, the Office of Defense 
Mobilization, which administers DMP No. 4, has officially stated that “the sub- 
stantial benefit which has accrued to the mobilization readiness program through 
this policy has been beneficial with only minor Government costs.” 

With respect to the allocation of procurement contracts to disaster areas T 
can speak with the authority which the awful experience that the floods of 1955 
gave to every New Englander. It is fair to say that the operation of supple- 
ment No. I to DMO VII-7, issued shortly after the terrible devastation which 
was wrought by the floods of 1955 added immeasurably, not only in the restoration 
of economic health to the affected areas, but to the amazingly rapid rehabilita- 
tion which our New England communities were able to achieve. 

DMP No, 4 and supplement No. 1 of DMO VII-7 have both been endorsed by 
President Eisenhower. Their worth as devices to assist areas of our country 
which have suffered reverses has been clearly and indisputably demonstrated. 

Broad considerations of national policy are necessarily involved in any pro- 
posal which would destroy these directives. These facts, considered in the light 
of the almost unanimous opposition of the interested and responsible Federal 
agencies to S. 5 require, it seems to me, the most careful and deliberate attention 
of your subcommittee. I have every confidence that you and your colleagues will 
give your fullest consideration to the many complex considerations that are 
before you. 

Sincerely yours. 
LEVERETT SALTONSTALL, 
United States Senator. 








and 


ALLOCATION OF PROCUREMENT CONTRACTS 31 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, January 24, 195 


7. 
Hon. JoHN L. McCLeLian, 
Chairman, Committee on Government Operations, 
United States Senate. 


DEAR Mr. CHAIRMAN: Further reference is made to your letter of January 
14, 1957, requesting our views and recommendations concerning 8. 5. The bill 
is designed to prevent the negotiation of contracts with a firm merely because 
it is located in a labor surplus, disaster, or economically distressed area. 

We have consistently taken the position that the most fair procedure for 
assuring all qualified suppliers an equal opportunity to compete for Govern- 
ment business, and the procedure best adapted to assure that the Government 
will receive fair value for its money, is the competitive sealed-bid method of 
procurement. We are firmly convinced that procurement through advertised 
competitive bids is—as a general proposition—the soundest and most efficient 
means for supplying the needs of the Government. 

The authority for negotiation of contracts with contractors located in labor 
surplus areas was considered by us in decision of January 14, 1952, B—107236 
(31 Comp. Gen. 279). It was held that, in view of the provision in section 
2 (c) (1) of the Armed Services Procurement Act of 1947 (now 10 U. S. C. 
2304 (a) (1)), authorizing the negotiation of contracts without advertising when 
determined by the agency head to be necessary in the public interest during a 
period of national emergency, and the fact that such an emergency was pro- 
claimed by the President on December 16, 1950, military establishments may 
award contracts for supplies and services at prices other than the lowest which 
might be obtainable, upon a proper determination that the award is necessary in 
the public interest. Likewise, the similar provision in section 302 (c) (1) of 
the Federal Property and Administrative Services Act of 1949 (63 Stat. 393), 
was considered as authorizing the negotiation of contracts under the same 
circumstances. 

Subsequent to our decision, Defense Manpower Policy No. 4, revised, was 
issued November 5, 1953 (18 F. R. 6995), providing in effect, for the placement 
of supply contracts by all procurement agencies at prices no higher than might 
otherwise be obtainable elsewhere, with such suppliers as will perform the con- 
tracts substantially in current labor surplus areas. In complying with this 
policy, the Department of Defense, in paragraph 1-302.4 of the Armed Services 
Procurement Regulation, has directed the military services to use their best 
efforts to award negotiated contracts to contractors located within surplus labor 
areas; to set aside portions of procurements for negotiation exclusively with 
firms in surplus labor areas at prices no higher than those paid on the non- 
set-aside portion; to encourage prime contractors to award subcontracts to 
firms in labor surplus areas; and in case of tie bids to give preference to 
the bidder located in a labor surplus area rather than make the award by lot. 
The General Services Administration follows a similar procedure in regard to 
equal low bids in cases involving surplus labor areas. 

Whether any limitation should be placed on the authority to negotiate Gov- 
ernment contracts with firms located in critical labor areas involves the question 
of whether the benefits derived by channeling contracts into areas of unem- 
ployment are offset or outweighed by other considerations of policy. Since this 
appears to be a matter solely for the consideration of the Congress, we make 
no recommendations concerning the merits of the bill. 

If S. 5 is to be given favorable consideration, its title should be amended 
to show that its purpose is to amend section 2304 of title 10 of the United 
States Code as well as the Federal Property and Administrative Services Act 
of 1949. ” 

In letter dated February 9, 1956, we reported to your committee on an identical 
bill, S. 3037, 84th Congress. 

Sincerely yours, 


JOSEPH CAMPBELL, 
Comptroller General of the United States. 
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COMPTROLLER GENERAL OF THE UNITED STA1ES, 
Washington, June 10, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Subcommittee, 
Conunittee on Government Operations, 
United States Senate. 


Dear Mr. CHAIRMAN: Reference is made to your letter dated June 5, 1957, 
advising that a hearing will be held on S. 5 on June 18, 1957. 

The bill would prevent the negotiation of contracts with a firm merely because 
it is located in a labor surplus, disaster, or economically distressed area. 

In response to a letter dated January 14, 1957, we reported on S. 5 to the 
chairman of.the Senate Committee on Government Operations. In our report 
we pointed out that legal authority exists for negotiating contracts in surplus 
labor areas and that the question as to whether any limitation should be 
placed on such authority was a matter of policy for the consideration of the 
Congress. 

Inasmuch as we have nothing further to offer, we do not intend to accept 
your invitation to testify at the hearing on June 18, 1957. 


Sincerely yours, 
JOSEPH CAMPBELL, 


Comptroller General of the United Statcs. 


OFFICE OF THE SECRETARY OF DEFENSE, 
Washington, D. 0., June 11, 1957. 
Hon. StroM THURMOND, 
Chairman, Special Subcommittee, 
Committee on Government Operations, 
United States Senate. 


Dear Mr. CHAIRMAN; This is in reference to your letter of June 5, to the 
Secretary of Defense, concerning a hearing on June 18 on S. 5, a bill to amend 
the Federal Property and Administrative Services Act of 1949, as amended, to 
prevent the allocation of procurement contracts to certain designated geo- 
graphical areas, and for other purposes. 

The Department of the Air Force on behalf of the Department of Defense, in 
a report of April 4, 1957, to the chairman of the Senate Committee on Govern- 
ment Operations, expressed opposition to the enactment of 8.5. A copy of that 
report is attached. 

The Department of Defense does not intend to have a representative appear 
at the hearing but desires that the enclosed report, which expresses the views 
of the Department of Defense, be filed for the record. 

Sincerely yours, 
Frep H. Bounps, 
Colonel, USAF, Acting Director, Office of Legislative Liaison. 


DEPARTMENT OF THE AIR FORCE, 
OFFICE OF THE SECRETARY, 
Washington, April 4, 1957. 
Hon. JoHN L. MCCLELLAN, 
Chairman, Committee on Government Operations, 
United States Senate. 


Dear MR. CHAIRMAN: Reference is made to your request for the views of 
the Départment of Defense on S. 5, 85th Congress, a bill to amend the Federal 
Property and Administrative Services Act of 1949, as amended, to prevent the 
allocation of procurement contracts to certain designated geographical areas, 
and for other purposes. The Secretary of Defense has delegated to this De- 
partment the responsibility for expressing the views of the Department of 
Defense. 

Sections (a) and (b) of S. 5 would amend section 302 (c) of the Federal 
Property and Administrative Services Act of 1949, as amended (41 U. S. C. 
252 (c)), and section 2304 of title 10 of the United States Code, respectively, 
to prevent negotiation of contracts for the procurement of goods or services 
without advertising because of any determination that any labor surplus exists 
within any geographical area or because any area has been designated a dis- 
aster area. In addition, the bill stipulates that no program for the procurement 
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of such goods or services “shall contain any provision for the allocation of all 
or any portion of the contracts to be awarded thereunder to contractors con- 
ducting business operations within any geographical area” because of the fact 
that surplus labor exists in the area or the area is designated as a disaster 
or economically distressed area. 

The Department of the Air Force on behalf of the Department of Defense 
opposes enactment of S. 5. 

The effect of the bill would be to nullify the provisions of defense mobiliza- 
tion directives concerning labor surplus and disaster areas. While the Depart- 
ment of Defense is not in a position to evaluate the general social and economic 
problems underlying S. 5, it is of the opinion that Defense Manpower Policy 
No. 4 and Defense Mobilization Order VII-7, supplement 1, which have been 
endorsed by the President, contribute toward mobilization effetciveness by 
assisting in the maintenance of productive facilities and use of manpower re- 
sources in the affected areas. 

The budgetary effect of S. 5, if enacted, is indeterminable. 

This report has been coordinated within the Department of Defense in ac- 
cordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submis- 
sion of this report. 

Sincerely yours, 
DONALD A. QUARLES. 


Ruscon CONSTRUCTION Co., 
Charleston, S. 0., June 11, 1957. 
Senator Strom THURMOND, 
United States Senate. 
Senate Office Building, Washington, D. C. 

DEAR SENATOR THURMOND: Thank you very much for yours of June 5 with 
enclosure. I would like for you to know that I concur with you 100 percent on 
bill S. 5, which prohibits the Federal Government from channeling Government 
contracts to labor surplus areas, thereby rejecting low bids from other areas. 
I am a firm believer in the contract system on all Government work of any type, 
except in the case of dire emergency, which in my opinion, would be a state of 
war. 

I further think that the language you have used is concise, to the point and 
needs no further amending. 

Sincerely yours, 
R. B. Russetxr, President. 


SoutH CAROLINA TEXTILE MANUFACTURERS’ ASSOCIATION, 
Columbia, S. C., June 12, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Subcommittee of the Government Operations Committee, 
Senate Office Building, Washington, D. C. 2 

DrarR SENATOR: Speaking on behalf of the South Carolina textile industry, 
which constitutes approximately 30 percent of the Nation’s spinning, weaving 
and finishing of textiles, we wish to record ourselves as being strongly in favor 
of strict competitive conditions in the award of all Government contracts. 

For that reason, we are in favor of Senate bill No. 5. 

As to distressed areas in the textile industry, we feel that the entire industry 
in this country has been in distress for several years due to what we regard 
as unfair competition from low-wage countries abroad, where workers are paid 
only a small fraction of what is required by Federal law in the United States, 
and where American cotton is available at much below the prices artificially 
increased for the same cotton here at home. 

Not only does the South Carolina industry feel that as an industry it should 
not be discriminated against by being deprived of contracts issued without 
full competitive conditions, but as taxpayers we feel that it is not right for the 
Government to in any way alter competitive requirements in the purchase of 
materials and services of any kind. 

Respectfully yours, 


JOHN K. CAUTHEN, 
Eavecutive Vice-President. 
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UNITED STATES RUBBER Co., 
WINNSBORO MILLs, 
Winnsboro, 8S. C., June 18, 1957. 
lion. Strom THURMOND, 
Chairman, Special Subcommittee of the Government Operations Committee, 
Senate Office Building, Washington, D. C. 

Dae SENATOR: We would like to go on record as being in favor of Senate 
bill No. 5. 

The textile industry has always been highly competitive, and for several years 
has had this factor magnified by competition from low wage countries abroad 
who. ship textiles to the United States. 

We believe that the soundness of our country’s future can best be served if 
defense contracts are filled under our country’s traditional method of free 
competition. For the Government to be able to alter competitive requirements 
in the purchase of materials and services of any kind by channeling of defense 
contracts to depressed areas would, we believe, be most harmful to our com- 
petitive system. It would also create an unnecessary and unfair tax burden 
for American industry. 

Senate bill No. 5, which we understand would prevent the channeling of de- 
fense contracts to depressed areas without permitting low bids by manufacturers 
of other areas has our wholehearted and strong support. 

Sincerely yours, 
L. M. Boutware, Plant Manager. 


Rock Hitt Printing & FINISHING Co., 
Rock Hitt, S. C., June 18, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Subcommittee of the Government Operations Committee, 
Senate Office Building, Washington, D. C. 


DEAR SENATOR THURMOND: I would like to be recorded as being in favor of 
Senate bill No. 5. 

Government contracts should be awarded on a strict competitive basis and not 
on a basis of distressed areas within the textile industry. As a matter of fact, 
the entire textile industry might lay claim to this dubious distinction. 

Not only does the industry, as relates to South Carolina, feel that it should 
not be discriminated against, as regards consideration for government contracts, 
but also as taxpayers we do not believe the Government has a right to alter 
competitive requirements in the purchase of materials and services of any kind. 

Respectfully yours, 
W. B. Byers, Personnel Director. 


SparRTANBURG, S. C., June 13, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Subcommittee of the Government Operations Committee, 
Senate Office Building, Washington, D. C. 


Dgar SENATOR: I understand that your subcommittee is conducting hearings 
on Senate bill No. 5, which would prevent the Government from channeling 
contracts to depressed areas and not taking into consideration competitive bid- 
ding. 

The entire textile industry is in a depressed condition due to reasons with 
which I am sure you are familiar. We certainly feel that all segments of any 
industry should be allowed to compete for the Government business since they are 
all taxpayers. 

For these reasons and many more I am in favor of Senate bill No. 5. 

Respectfully yours, 
J. A. CHAPMAN, Jr. 


OcONEE COUNTY PLANNING AND DEVELOPMENT BOARD, 
Wathatlla, 8. C., June 18, 1957. 


Hon. Strom THURMOND, 
Senate Office Building, 
Washington, D. C. 


Dear SENATOR: The Oconee County Planning and Development Board, (348 
members in all sections of the county) wish to go on record as favoring strict 
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competitive conditions in the awarding of all Government contracts. Therefore, 
we are strongly in favor of your Senate bill No. 5, which would prevent the 
channeling of defense contracts to depressed areas without permitting low bids 
by manufacturers of other areas. 

Not only the distressed areas but the entire textile industry in this country 
has been somewhat in distress for the last several years as a result of unfair 
competition from low wage countries abroad where workers are paid only a 
small fraction of what is required by Federal law in the United States. We 
also understand that American cotton is available at much below the prices 
artificially increased for the same cotton here at home. 

, With our sincerest appreciation for the splendid service you are rendering, 
am, 
Respectfully yours, 
JOHN W. DuNnoAn, Manager. 


ABBEVILIE, S. C., June 13, 1957. 
Hon. Strom THURMOND, 
Senate Office Building, 
Washington, D. C.: 


We are wholeheartedly in accord with Senate bill No. 5 which you are 
sponsoring. 
ABBEVILLE MILLS CorpP., 
L. J. FISHER, Jr., 
General Manager. 


CHIQUOLA MANUFACTURING Co., 
Honea Path, 8S. C., June 13, 1957. 
Hon. STROM THURMOND, 
Chairman, Special Subcommittee of the 
Government Operations Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR: I am strongly in favor of Senate bill No. 5 for several reasons. 

The entire American textile industry has been in distress for several years 
because of competition from foreign low-wage countries where wages are far 
below what is required in this country by Federal law and where American 
cotton can be purchased at prices considerably below prices paid for the same 
cotton by American mills. Conditions resulting from these circumstances have 
placed the entire industry in distress and for the Federal Government to 
designate any one section as a distress area seems to me to be utterly ridiculous. 
All Government contracts should be awarded on the basis of strict competitive 
conditions. 

In order to alleviate Japanese competition with which we cannot hope to com- 
pete because of Federal laws, and the desire of all to maintain our American 
standard of living, the Federal Government last winter sponsored a plan to have 
Japan, itself, voluntarily limit their exports to the United States. Under this 
plan it is interesting to note that Japan exported 122,777,000 square yards of 
cloth in May this year versus 90,060,000 square yards in May of last year. 
The 5-month total this year is 563 million square yards against 547 million square 
yards last year. It is interesting, and shocking, to note that American mills were 
able to export only 46,606,000 square yards in April of this year. Those figures are 
for cotton cloth alone and do not indicate to me that Japan’s voluntary limitations 
are proving very fruitful to our industry regardless of the area in which the mills 
are located. I have no doubt that a considerable percentage of Japan’s exports 
eventually tind their way into the United. States, either as cloth or garments. 
We are completely at the mercy of Japan while our own Federal Government 
blindly accepts voluntary restrictions. Thus far, this arrangement has worked 
no better than would an appeal by our industry to Japan's Diet rather than our 
own Congress. 

More than 1,000 people depend on the payroll of this company alone and more 
than 3,000 people in this small community depend indirectly on it through trade 
with our employees. We have been forced to curtail our production due to 
present conditions, and all these people keenly feel the effect. To channel 
Government contracts into other communities under other than strict competi- 
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tive conditions would not only be unfair to this company but also to the many 
people and families who depend on our payroll for their livelihood. 
For the above reasons, I would like to repeat that I am strongly in favor 
of passage of Senate bill No. 5. 
Respectfully yours, 
JAMES D. HAMMETT, 
Vice President and Assistant Treasurer. 


WELLINGTON MIILs, INC., 
Anderson, S. C., June 18, 1957. 
Hon. Strom THURMOND, 
United States Senate, Washington, D.C. 

DEAR SENATOR: I have seen a copy of the letter to you from John K, Cauthen 
in connection with Senate bill No. 5, which I understand you are sponsoring. 

I heartily agree with your stand on this matter and think it nothing but fair 
that Government contracts be awarded on a competitive basis and not one that 
would certainly show favoritism and inequalities. 

There is no reason why the southern textile industry should be penalized to 
help others less efficient or aggressive, and we should certainly have an equal 
chance with these invitations. 

With kindest regards, 

Yours sincerely, 
AUBREY MARSHALL. 


GREENVILLE, 8S. C., June 13, 1957. 
Hon. Strom THURMOND, 
Senate Office Building, Washington, D. O.: 

Heartily endorse Senate bill No. 5 as strict and equal competitive conditions in 
the award of Government contracts is fair both to the supplier and also to the 
American taxpayer. 

Grorce P. McCLeENAGHAN, 
J. P. Stevens & Co., INC. 


LAURENS MILLIS, 
Laurens, 8. C., June 18, 1957. 
Hon. Strom THURMOND, 
Senate Office Building, 
Washington, D. C. 

DEAR SENATOR THURMOND: We heartily approve Senate bill No. 5. It is not 
democratic and it is not just for the Government to arbitrarily set aside competi- 
tive conditions in its purchase of materials. 

We desire to see the bill enacted into law. 


Yours very truly, 
M. L. Smirn. 


Cone MILLS Corp., 
FLORENCE DIVISION, 
Greenville, 8. C., June 18, 1957. 
Hon. Strom THURMOND, 
Chairman, Special Subcommittee of Government Operations Committee, 
Senate Office Building, Washington, D. C. 

Dear SENATOR: Being in the textile industry, naturally I am quite concerned 
and interested in the Senate bill No. 5. 

Indeed, today, it would be quite difficult to single out “distressed areas” of our 
industry—for the reason that all areas are distressed and have been for some 
time, as you know. It is my honest conviction, therefore, that awarding of all 
Government contracts should be handled solely on competitive conditions. This 
not only is the fair way, but any other manner of handling, I strongly feel, 
would be grossly unfair and, I think wholly unjustified. I am strongly in favor 
of the §S. 5 bill. 

With my warmest regards, I am 

Sincerely, 
EARLE R. Stratuz, Vice President. 
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GRANITEVILLE Co., 
Graniteville, 8S. C., June 13, 1957. 
Senator Strom THURMOND, 
Senate Office Building, 
Washington, D.C. 

DEAR StroM: We of the Graniteville Co. certainly favor Senate bill No. 5 which 
you are presently sponsoring. 

I think the reasons for our support of this bill are so obvious that it is almost 
unnecessary to cite them—they are the same reasons that you had in mind in 
getting up the bill in the first place. For many years now the Government has 
purchased its supplies on a low-bid basis, and to depart from this method is, we 
think, a serious mistake. This is fair to everybody, and, if because of any reason 
a firm or firms in a certain area of the country are unable to meet competition 
of those firms in another area of the country, we do not regard this as justification 
for changing the rules. Since all Government supplies are paid for with the 
taxpayer's money, that money should be spent wherever and with whomever it 
will do the best job for the taxpayer. 

Insofar as the argument concerning the so-called depressed area, I can tell 
you that the entire textile industry has been in a depressed condition for so 
long now that I am beginning to be afraid we might get used to it. Some of the 
reasons for this depressed condition can be traced right back to unsound Govern- 
ment policies which were based on the same type of fallacious reasoning as the 
so-called depressed area argument. 

When our wives go to the grocery store we like for them to shop around for 
the best bargains they can get—only in this way can some of us stretch the 
weekly pay check far enough to meet all of the calls that are made on it. The 
United States Government should do likewise. I very much hope that your 
Senate bill No. 5 will be passed. 

Sincerely yours, 
SAMUEL H. Swint, 
President. 


WoopDsIDE MILLS, 
EXECUTIVE DEPARTMENT, 
Greenville, S. C., June 14, 1957. 
Hon. StroM THURMOND, 
Chairman, Special Subcommittee of the Government Operations, 
Senate Office Building, Washington, D.C. 

DEAR SENATOR: We urge passage of Senate bill No. 5 which you are sponsoring 
to prevent channeling defense contracts to distressed areas without permitting 
low bids by manufacturers of other areas. The entire textile industry in this 
country has been in distress for several years due to what we regard as unfair 
competition from low-wage countries abroad where workers are paid only a 
fraction of what is required by Federal law in the United States, and where 
our tax money modernized the textile industry in other countries, and where 
American cotton is available at much below the prices artificially increased for 
the same cotton here at home. As taxpayers we feel it would be highly discrim- 
inatory for the Government to in any way alter competitive requirements in the 
purchase of materials and services of any kind without full competitive 
conditions. 

Respectfully yours, 
WOODSIDE MILLS, 
By W. H. BEartTiE, 
President. 


SPARTANBURG, 8S. C., June 14, 1957. 
Hon. StroM THURMOND, 
Chairman, Special Subcommittee of the Government Operations Committee, 
Senate Office Building: 
We favor strict competitive conditions in awarding all Government contracts 
therefore in favor of Senate bill No. 5. 
CLIFTON MANUFACTURING Co. 
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F. W. PoE MANUFACTURING Co., 
Greenville, 8. C., June 14, 1957. 
Hon. StroM THURMOND, 
United States Senate, 
Washington, D.C. 

DeaR SENATOR: I understand that you are sponsoring Senate bill No. 5 which 
would prevent the channeling of defense contracts to depressed areas without 
permitting low bids by manufacturers of other areas. As one of those associated 
with the South Carolina textile industry I heartily endorse the bill and commend 
you as its sponsor. It is high time that the distressed taxpayers be given more 
consideration when it comes to spending tax money. 

Yours sincerely, 


) 


W. GAINES HUGULEY. 


SPARTANBURG, S. C., June 14, 1957. 
Hon. SrromM THURMOND, 
| Senate Office Building, Washington, D. C.: 
Am delighted you are head of the Subcommittee Investigating Awarding of 
Government Contracts on a Special Distress Basis. As I see it this is contrary 
to basic American principles of competitive bidding and the obtaining of business 
i by those who have been successful in conducting their business to the point that 
they are able to compete by virtue of offering good quality at competitive prices. 
To award contracts on a basis of distress is to discriminate against other areas 
and thus bring distress to them. 


ROGER MILLIKEN, 





q JUDSON MILLS, Greenville, S. C., June 14, 1957. 
Hon. Strom THURMOND, 
United States Senate, Washington, D. C. 

Dear SENATOR: I am glad that you are introducing Senate bill No. 5, which 
would prevent the channeling of defense contracts to depressed areas without 
i permitting low bids by manufacturers of other areas. I heartily favor this bill 
; and I appreciate very much your sponsoring same. 

{ With kind regards. 
Sincerely yours, 


ALAN B. SIBLEY. 


EAs.ey, 8. C., June 17, 1957. 
Senator Strom THURMOND, 
Chairman, ‘special Subcommittee, 
| Senate Office Building, Washington, D. C.: 
Heartily endorse your stand in favor of strict competitive conditions in the 


award of all Government contracts. 
ALICE MANUFACTURING Co., 
f ELLIson S. McKIssIckK, President. 


j ForsytuH, Ga., June 19, 1957. 
Senator Strom THURMOND, 
Senate Office Building, Washington, D. C.: 
We assure you of our support your action to secure passage S. 5 to 
preserve free enterprise and for benefit of taxpayers. 


WHITEHALL MILLS, 
N. A. HARDIN. 
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MILLEDGEVILLE, GA., June 21, 1957. 
Hon. Strom THURMOND, 
United States Senate, Washington, D. C.: 
Be assured my unqualified support your effort to enact Senate bill No. 5 and 
my desire to have this entered on record. 
JOHN P. Baum. 


Senator THurmonp. The subcommittee is now recessed until next 
Monday. 

(Whereupon, at 12:02 p. m., the subcommittee was adjourned to 
reconvene at 10 a.m. Monday, June 24, 1957.) 

(Nore.—No further hearing was held inasmuch as no additional 
witnesses requested an opportunity to be heard.) 
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